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SOME OBSERVATIONS ON THE APPLICATION OF MANU- 
FACTURING EXPENSE OF PRODUCTION 


By Georce E. Bennett, Syracuse University 


After accepting the cordial invitation of Professor Scovill to 
select my “own mooted point of theory and present a paper thereon 
which will take about twenty minutes,’ the question arose as to 
what “mooted” point should be selected, inasmuch as I had no 
particular pet theory to discuss. 

Many writers insist that accounting principles now are fairly 
well standardized, but a brief scrutiny of a few presumably 
representative publications leads to the belief that even a fair degree 
of standardization has not as yet been attained. A most interesting 
statement was noticed, for example, in a book bearing a 1925 copy- 
right to the effect that “cost of manufacture” in no way is concerned 
with the in-process inventory either as of the beginning of the fiscal 
period or as of its end. 

A recent conference with a manufacturer operating a plant of 
fair size to assist in locating the reason or reasons why profits were 
not as large as had been anticipated, resulted in the suggestion that 
the factory system was at fault in that from it reasonably accurate 
costs could not be obtained. It was most interesting to have this 
executive extract from a desk drawer a neatly typewritten report 
prepared by an “accountant” in which the statement appeared that 
the present system was entirely adequate and satisfactory. The 
establishment had no code of accounts worthy the name. It carried 
on the books a “beautiful” merchandise account to which were 
charged all purchases of material, supplies, labor, expense, and sales 
returns and allowances, and to which were credited all sales and 
adjustments of items previously charged thereto, even though more 
than a dozen different products were fabricated. The information 
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was offered that this accountant was a teacher of accounting; in 
fact, he actually carried the rank of professor in the institution with 
which he was connected. 

Perhaps these two particular observations had something to do 
with the selection of the subject for, and the arrangement of, this 
paper. 

Before taking up specifically the few remarks that it is possible 
to offer in the time allotted, it may be of interest to some if I indi- 
cate just what is my present attitude toward “mooted” points of 
accounting theory and procedure. But in doing this, it is to be 
remembered that what is stated is not offered in a dogmatic manner. 
This is entirely a personal opinion offered merely to show what is 
believed to be a practical viewpoint upon the matter. 

If accounting is a science (and we are prone to pat ourselves 
upon the back to this effect), accountants, and even accounting 
teachers, cannot function efficiently as such entirely by the applica- 
tion of rule-of-thumb principles; at least, to do so does not remove 
them far from the ranks of bookkeepers or bookkeeping teachers. 
Dr. Glenn Frank, President of the University of Wisconsin, has 
expressed the idea well in a recent syndicated newspaper article 
titled “The Damnation of Definition.” A thought or two therefrom 
well might be kept in the immediate background when one becomes 
overenthusiastic as to standardization of principles: 

“And next to muddled thinking the most dangerous form of mental 
activity is the practice of forcing everything into fixed and final 
definitions, and branding as heretic or traitor the man who later 
questions them. ... Definitions are useful as markers to show the 
road along which we have traveled. ... Definitions are dangerous 
when we clamp them down tightly over the future and command 
the future to operate within their limits. ... Definitions are means 
of taking our latitude and longitude, but they are not sailing charts 
for the future, if the future is to mean growth.” 

Now assuming that apparent differences of opinion exist as to 
what is the correct procedure under a given set of circumstances, or 
as to what shall be the application of principles thereunder, it should 
be evident that these differences may not all be of the same weight. 

In a group of six persons, for example, each with a different 
opinion, who is there who stands in the position of stating that 
since four of the opinions will not apply to all angles of the case, 
these must be eliminated? Surely, not one of the six aforemen- 
tioned. But assuming that in some way it is agreed to discard 
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four of the six conclusions, which of the two remaining ones shall be 
adopted—these being of equal weight? If the matter could be 
referred for decision to some court of last resort, an easy way out 
would exist. But since no such lazy method is available, a variance 
in conclusions cannot be prevented. The only thing that remains 
is for the interested party to go ahead on his own initiative, weigh 
carefully the evidence at hand, and having done this be man enough 
to decide conclusively what action shall be taken. 

But in this latter connection, as a practical proposition, one 
cannot be governed entirely by the theoretical reasoning involved ; 
of necessity, careful attention must be given to the prevailing prac- 
tices at least within the industry in which the case ir hand may be 
classified. If more than one point of view is possible, it seems 
essential to adopt that which follows closest these existing methods; 
to do otherwise cannot result in anything except confusion when 
comparisons are made. 

As a teaching proposition, many are most apt to forget the 
practical viewpoint and be governed, in a case where differing con- 
clusions or applications of theory are possible, by some pet notion; 
or, on the other hand, the class is presented with such an array of 
varied theories that even the proverbial “Philadelphia lawyer” 
would be confused—to say nothing of the poor students most of 
whom are strangers to office work of any kind. 

In my own particular department, so little time is available for 
comparative theory in the three and one-half to four years during 
which students majoring in accounting are with us in the accounting 
work that this phase receives but little attention. So much material 
must be covered during this period of time that all that, can be 
done is to adopt a certain set of working principles and say to the 
students, “Use these and these alone; this is not a class in argu- 
mentation or debate.” In selecting the principles to be used, an 
attempt is made to be governed, insofar as is possible, by what is 
done in practice. When in doubt as to a certain point, contact is 
made with two or three auditors or comptrollers, their reaction is 
secured, and a decision reached which, in part at least, is based upon 
what has been suggested. 


Most cost systems fail because the distribution of overhead is at 
fault. But the situation cannot be improved to an appreciable 
extent by general suggestions, inasmuch as fixed rules are im- 
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possible. In any calculation related to manufacturing expense, the 
ultimate object is to apply such cost to the goods being produced; 
and this application should proceed in as direct a manner as possible 
under the existing circumstances. The method of direct charges 
having been applied as fully as conditions justify, the remaining 
portion of cost must be allocated somehow; and in the nature of 
the case the distribution of this balance is bound to be accomplish- 
ed on a more or less arbitrary basis. 

In cost work it is recognized that each class of overhead expense 
is assignalle to what are known generally as production centers or 
process points, depending upon the circumstances. Power expense, 
for example, may be distributed upon the basis of kilowatt hours 
consumed, rent upon the used floor space, fixed charges upon the 
book values of equipment, material expense upon the basis of weight 
or of bulk, tooi and idle-time expense upon the basis of incurrence 
by production departments, and administration expense upon the 
employees served. It is the total of these charges that must be 
absorbed by output, in part directly, and in part indirectly, during 
a certain period of time, usually the fiscal year. 

The method of assessment against product depends entirely upon 
the situation in hand—the type of manufacturing engaged in, and 
the classification accorded the expense charges. In one case, it will 
be useless to attach this expense in any way other than against total 
output; in another, it might be sufficient for practical accuracy to 
allocate departmentally; and again, only a diffusion by machines 
will be sufficiently accurate. 

In applying burden rates it is necessary to establish, as suggested 
above, what are known as “process or production points.” Perhaps 
certain departments may be used just as they are, whereas it may 
be necessary to separate each of certain others into two or more of 
them ; at times, two or more departments may be grouped to produce 
one process point. In one case, a machine may be a process point, 
whereas in another it may be the workman; again, a group of 
machines may compose one such point, or a group of workmen; 
also,the point may consist of both machines and men. 

To do this work properly for a particular plant, it is necessary 
to study carefully the product fabricated, the equipment used, and 
the flow or order of work. Even in factories manufacturing pro- 
ducts similar to each other, it is to be remembered that a variation 
in physical layout and in flow of work may render changes necessary, 
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one plant as against another, in establishing these process points. 
But one must be cautioned not to take for granted that a segregation 
of process or production points ties into physical layout; in one 
case this may be true, whereas in another it may have nothing to do 
with the situation. If any rule is at all possible for formulation in 
this connection, it might read about as follows: Group machines of 
like values and operation costs (costs for power and labor), or 
divide labor into groups in such a manner that the wages of all 
within a group will be on approximately the same scale. 

The matter of gathering expense requires no particular comment, 
since it contemplates a mere tabulation (except for the treatment 
that must be accorded the so-called “contributory” departments), 
utilizing departmental cost or expense analysis sheets of different 
types, some of which may be considered as subsidiary to others. 
(Since power charges, for example, are to be absorbed by many of the 
other departments, the expense analysis of the power plant assumes 
the appearance of a record subsidiary to those of the production 
departments.) No particular difficulty, further, is experienced in 
the direct application of expense to departments, and in the dis- 
tribution of fixed and service charges thereto. Practically every 
factory may follow similar procedures in this connection. It is in 
the distribution to product that the peculiarities of each plant begin 
to assert themselves; it is from this point on that nearly every con- 
cern is a problem unto itself, the solution thereof to be that which is 
best fitted to its needs. 

Before a loading of expense can be reduced to some definite 
rate of distribution, it is necessary to analyze the figures to deter- 
mine just what is normal for such purpose. This normal, compared 
with the current figures being analyzed, undoubtedly must be 
neither high or low, although it should be one that appears safe and 
reasonable for the computation of costs during the year next follow- 
ing. Too often, an accountant measures events in periods of a 
month or a year, whereas to secure a complete cycle through which 
expenses actually should be computed it may be desirable to utilize 
a period considerably longer, regardless of the fact that ledger 
accounts are closed out yearly. 

From the viewpoint of expense-loading, it is believed that this 
attitude is most acceptable, no matter how desirable it may be to 
think in terms of an ideal situation. Violent expense fluctuations 
in a given period may be due entirely to current conditions, and if 
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consideration is not given them, their inclusion in the cost calcula- 
tions for the following year causes an erroneous result. Abnormal 
expenses must be absorbed in cost; but only by a careful analysis 
of past experiences for a number of years, tempered by the know}l- 
edge of conditions in existence when the study is being made, plus 
an estimate of future possibilities, is it possible to conclude that 
such absorption shall be over one year, two years, or more, and to 
reach a decision relative to what shall be a reasonable normal dis- 
tribution rate. 


Practically speaking, past experience in expense-loading seems 
best expressed by the average ratio between expenses and production 
for the previous fiscal year. Such ratios, adjusted or modified by 
what reasonably may be expected as to increased or decreased 
production or expense in the future, appear to be the only reasonable 
grounds for determining normal distribution rates for the coming 
year. But if, when being applied, changed conditions arise, causing 
an under- or over-run in unabsorbed burden, a revision in rates 
should be made to meet these changed circumstances. 


Many accountants apparently give no thought to the future in 


the present connection. These roughly may be segregated into two 
groups, whose opinions as to what constitutes a normal rate are 
summarized briefly as follows: 


1. Some insist that a normal distribution rate should be based 
upon the full working time of a factory, no allowances being made 
for idle- or unused-time. They reason that costs due to idle- or 
unused-time should be borne by the manufacturer and not by the 
purchasing public; that is, the price to the would-be-purchaser 
should be based upon the most favorable operating conditions 
possible. 


2. Others temper the above reasoning to some extent by pro- 


viding a certain allowance for idleness. These persons advocate 
normal distribution rates based upon 80 per cent of the possible 
producing time, it being assumed that experience demonstrates 80 
per cent to be a practicable upper limit, inasmuch as about 20 per 
cent of the possible running time is consumed by delays, break- 
downs, or idleness. 

After normals have been established for a fiscal year, an adjust- 
ment thereof in detail is desirable with respect to the various 
component parts of the producing organization. Each such part is 
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to be treated as a separate and distinct unit, since it is essential 
that each be charged only with its just portion of the general over- 
head plus those expense items which, under normal conditions, it 
would incur of itself. 

Now, having pointed out that manufacturing expense may be 
assessed on any one of a number of different bases, the rate therefor 
naturally varying with each one, and having pointed out briefly my 
preference, the next logical step, were I speaking to an audience of 
laymen, would be to indicate the six different methods of applying 
overhead to finished product—as labor hour, labor dollar, etc., but 
inasmuch as this group represents the cream of our profession, far 
be it from me to carry coal to Newcastle, especially since the time 
allotted for the reading of this paper is consumed. 


DISCUSSION 


R. G. H. Smarts, Queen's University: I would like to ask Mr. Bennett 
if in his opinion there are not circumstances under which neither the 
burden rate based on actual past experience for the preceding fiscal year, 
or the burden rate based on what we might call capacity production, are 
suitable? The circumstances which I have in mind are those where either 
the individual concern, or, perhaps, the industry as a whole, is overcapitalized 
or has an equipment in excess of that which can be used effectively. I 
myself am conversant with one or two concerns which are in that position 
and which cannot hope at any time to have the whole of their plant em- 
ployed. Of course, such a situation, I suppose, in the end results in the 
writing off of capital. Is there not some point in basing burden rates under 
such circumstances on normal output for the concern, which would be a 
great deal less than capacity output, and showing as a loss in the profit 
and loss section of the accounts, perhaps, the expense attributable to the 
overcapitalization, the expense resulting from writing off of excess capital? 

Mr. Bennett: Under the situation mentioned by the gentleman from 
Queen’s University, I am of the opinion that he is justified in his point of 
view. To every general rule, so-called, there must be some exception. The 
situation mentioned by Professor Smails appears to be one of these. Other- 
wise, the company would be placed in an unfair position as regards its market. 

On the other hand, assuming the plant to be 100 per cent equipped, not 
more, it would be impossible for me to see the justification for such a method 
of treatment. 

Might not the situation be handled, as to such excess value, somewhat 
along the lines followed a few years back when it became necessary to write 
down inventory values vigorously? The excess over, say, 100 per cent, might 
be written off over a period of years against surplus accumulated as a result 
of applying the idea advanced by Professor Smails. 

H. T. Scovirr, University of Illinois: The point raised by Professor 
Smails is undoubtedly one of the very important questions involved in 
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Professor Bennett’s paper. It brings up again that old question as to 
what is the real function of the accountant, whether it is to show facts 
statistical or whether it is to show facts which can be used by someone 
not versed in accounting to guide him along the proper channels in the 
administration of his business. Should you present modified cost facts to 
the sales department and permit them to use them in any way they choose, 
or should you present the mere facts, the cold facts, and let the sales 
management interpret them? Of course, modified overhead data can pre- 
sumably be presented in such a manner that the management can scarcely 
make improper interpretations, even if the figures are not in precise agree- 
ment with the regular book records. 


PURCHASES DISCOUNTS 
By W. 8. Kress, Washington University 


To business men it has long been apparent that concerns which 
sell exclusively on account are obliged to set their prices at higher 
levels than those which sell exclusively for cash. Three major 
reasons are commonly assigned to explain this fact. First, a con- 
cern selling exclusively on account requires a larger amount of 
working capital than one which sells exclusively for cash, which 
necessitates higher prices or a more rapid turnover or both for the 
business selling on a credit basis, if its profits are to be equal to 
those of the business on a cash basis. Second, a concern which sells 
exclusively on account finds its working capital continually under- 
mined from losses on uncollectible accounts receivable. To show 
a satisfactory rate of profit, therefore, it is essential that the man- 
agement charge an estimated “insurance premium” to compensate 
for this loss. Third, the concern on a credit basis finds additional 
expenses incurred in granting credit and in making collections. 
And on this account, also, business men early recognized the 


necessity for a higher price list when sales were made exclusively 
on account than that needed when sales were made exclusively for 
cash. 


With the necessity for higher prices recognized for concerns 
which sell exclusively on account, the necessity for different prices 
for account sales than for cash sales within those organizations 
selling on both bases, becomes apparent. And to meet the situation 
three different methods of providing for two sets of prices were 
developed. According to one, two separate price lists were given 
out, one for cash customers, and the other for account customers. 
This scheme immediately created certain difficulties. Customers 
who made purchases on account objected on the ground that they 
were discriminated against. Difficulties from the accounting point 
of view also appeared, especially as the sales accounts were neces- 
sarily credited at different prices for different typs of sales, requir- 
ing, for complete analyses, a revision of the form of the profit and 
loss account. For these and other less important reasons most 
concerns either failed to adopt this method or after adoption 
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abandoned it. Those who continue to follow it to-day do so with 
the intention of discouraging sales on account. 

A second method of providing for two prices involved only one 
price list and this the cash price. Sales on accouat were made at 
a figure above this on a certain “percentage added basis.” In the 
accounts of the seller an account called “Premium on Account 
Sales” was opened, and in the books of the purchaser an account 
called “Premium on Account Purchases” was opened. These ac- 
counts took care of the excess of account prices over cash prices. 
No serious accounting difficulties were experienced in the use of this 
method, but the account customers felt discriminated against and 
therefore only those businesses which preferred to discourage 
account sales adopted or continued the system. 

The third method of providing for two sets of prices is the 
common one in use. Its popularity is traceable to the failure of 
account customers to see that their position under it remains 
essentially unchanged as compared to that resulting from either of 
the first two methods. According to this system the list price is the 
account price, with a discount permitted for cash. Many variations 
are found as to the meaning of this cash price. In some organiza- 
tions and in some cases for certain products only, discounts are 
permitted only for spot cash, in other cases when payments are 
made within ten days, and in still others when payments are made 
within various periods of time. In many instances the principle 
is especially well recognized and discounts at various rates are 
permitted according to the length of time payments are deferred, 
or according to the degree of competition on the particular pro- 
ducts. This method sets up a sales discounts account on the books 
of the seller and a purchases discounts account on the books of the 
purchaser. We are here to be concerned only with purchases 
discounts. 

Marked differences of opinion exist as to the nature of these 
purchases discounts. The five important views in this connection 
will be briefly considered. According to the first view purchases 
discounts are regarded as operating incomes. The theory is based 
upon the idea that purchases discounts are received because of 
prompt payment and that they are therefore interest items. They 
are regarded as operating incomes by those individuals who look 
upon all interest earned by the normal working capital of the con- 
cern as operating income. The second view recognizes these items 
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of purchases discounts as interest earnings arising out of prompt 
paymenta, but since the advocates of this view recognize all interest 
as financial or non-operating income, purchases discounts are re- 
garded as non-operating incomes. The third view insists that 
purchases discounts are deductions from purchases account, or that 
purchases discounts account is a negative valuation account for 
purchases account. The idea advanced here is that purchases 
should always be charged at the price actually paid for the goods. 
It is thought desirable according to this idea to charge purchases 
account for the gross amount appearing on the invoice, and then 
to set up a valuation account for purchases discounts which will 
be shown deducted from purchases account on the profit and loss 
statement. This view does not recognize the necessity for changing 
the unit price in the inventory and therefore the latter is set up on 
the balance sheet just as if no discounts were taken. The fourth 
view is much like the third. This view recognizes the purchases 
discounts account as a valuation account of purchases account, the 
same as the third view and for the same reasons. It goes further, 
however, and insists upon reducing the inventory figure on the 
balance sheet to the price actually paid for the goods. The fifth 
and last important view recognizes the cash price as the proper 
charge to purchases, whether or not the discount is taken. When 
the discount is not taken a non-operating expense account is charg- 
ed to represent neglected discounts. Three variations in method of 
journalization are found in this connection. 

. It is very obvious that the net results obtained should be the 
same whether the concern has two price lists, has the list price the 
cash price with a premium added for time, or has the list price the 
account price with a deduction allowed for cash. In other words, 
the explanation of the accounting significance of discounts must 
not be made in terms to fit the third method of providing for two 
sets of prices unless the interpretation can be carried over to the 
other two. Curiously enough none of the theories advanced explain 
the problem of price variations under all methods. One theory, how- 
ever, can be made consistent with all three methods by making 
slight changes in the journal entries of the first method. 

The theories which recognize purchases discounts as operating 
or non-operating incomes possess certain weaknesses. As Mr. 
Couchman in his book, “The Balance Sheet”, has well shown, these 
theories arose during the period of slow transportation. Merchan- 
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dise was shipped by sellers to their customers a long time before the 
goods would arrive and was billed at the cash price. Accordingly 
the cash price would not need to be paid for some considerable time 
after the goods were sent. In the event that the seller desired ad- 
ditional funds he might ask the buyer to pay for the goods at the 
time of shipment, which was commonly some time before the goods 
would arrive. The seller was here virtuaily asking the buyer to 
make him a loan which he was willing to pay for at a high rate of 
interest. Discount accounts were used and were interpreted on the 
books of the seller as interest expense and on the books of the 
purchaser as interest income. But these theories, which arose at 
times when transportation conditions were entirely different from 
those of the present day, have been held long after these conditions 
were changed. The cash price to-day, especially the common ten- 
day cash price, is payable ordinarily shortly after the goods are 
shipped. Furthermore, the typical shipment to-day is invoiced not 
at the cash price as formerly, but at the account price figure. In 
other words, a theory which may have been justified under one 
set of conditions has been continued under changed conditions; and 
if it is to be acceptable now it must be on the basis of reasons other 
than those which originally justified it. 

The proper price at which an asset should be charged to the 
accounts, it seems, is the price which is to be paid for it at the time 
of delivery. The first two theories mentioned above are based upon 
principles contrary to this. They consider the account price to be 
the proper charge to be set up, with an offsetting credit to income. 
It is exceedingly difficult to see how an income can be earned when a 
purchase of any asset is made. It would seem that if there were 
any so-called saving to be gained this should be represented in a 
reduction in the cost. A parallel is found in the advertisements 
which inform us that we may earn $20 by buying a certain $100 
radio set for $80. Further, if such discounts are treated as positive 
items of income the income account of a concern may show good 
earnings when actually the income from sales is small. In an 
extreme case a concern just starting out, which buys its goods and 
pays for them, but which makes no sales in the first period, may 
show earnings from discounts, when actually its true incomes 
are zero. Such nominal earnings in reality have resulted from 
excessive charges to the inventory accounts. Therefore, if it be 
insisted that the proper price to use in making the charge is the 
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account price, it must be admitted that implicit interest has been 
capitalized. If all of the goods which are purchased during the 
period are sold during the same period, the net profit figure is not 
altered, it is true. The figure for operating profit is not affected at 
all when operating incomes are credited, as they are under the first 
theory, but this figure is affected when the second theory is adopted 
and non-operating incomes are credited. But even though it is not 
considered a serious matter when all the goods purchased during 
the period are sold during that period, such condition does not 
commonly prevail, as customarily there is an inventory to be reckon- 
ed with. This simply means that the first two theories demand a 
capitalization of interest. The account price is here considered the 
proper basis for the charge, and when a discount is taken it is prop- 
erly credited to income. This boils down not only to the question of 
interest as an element of cost, but goes even further. Those who in- 
sist that purchases discounts are either operating or non-operating 
incomes, must certainly follow those who insist that interest is an 
element of cost. This subject deserves separate consideration on a 
program of mooted points in accounting and is not to be considered 
here. Moreover the objection holds even though interest is admitt- 
ed as a cost; for under the interest cost theory it is interest accuring 
during the period between purchase and sale that is considered. The 
discount theories referred to, charge interest to cost in an amount 
even beyond that required by the interest cost theory, whenever the 
merchandise turnover exceeds a figure found by dividing the accept- 
ed rate of interest by the absolute discount rate. 

The third theory, which recognizes purchases discounts account 
as a valuation account for purchases account, but which does not 
demand a reduction in the inventory price for balanc. sheet pur- 
poses, is not at all widely held. Moreover it has serious objections. 
To be sure capitalization of interest does not take place here when 
discounts are taken and the goods are sold during the period of pur- 
chase, but capitalization does take place when all the goods purchas- 
ed in one period are not sold during that period whether or not dis- 
counts are taken. Furthermore the cost of sales account receives 
charges on two different bases. Thus the gross profit figures as well 
as the operating profit figures, are affected by the extent to which 
discounts are taken. 

The fourth theory is similar to the third theory except that in 
the fourth theory the inventory on the balance sheet is charged at 
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the price actually paid for the goods. In other words the cash dis- 
counts received are deducted from the inventory account, as well 
as from the purchases account. The objections to this theory are: 
(1) Interest is capitalized whenever discounts are not taken and 
goods bought one period are not sold during that period. (2) Two 
unit prices are used for the same articles in the taking of the 
inventory. (3) The concern which fails to take discounts shows its 
inventory on the balance sheet at a higher figure, making it appear 
that its financial condition is better than that of some other concern 
which has taken the discounts, whereas as a matter of fact other 
things being equal the financial condition of the second concern 
is better than that of the first. 

The fifth theory adheres to the following principles: (1) The 
proper basis for a charge to purchases is the price due at the date of 
arrival of the goods. This is the cash price. (2) The proper basis 
of value for the balance sheet is the cash price irrespective of 
whether discounts have been accepted or not. (3) When payment 
is not made at the time of delivery, the buyer is borrowing from the 
seller and must pay interest. This interest is at a high rate, some- 
times exceeding 36 per cent per annum, because of the three factors 
previously mentioned—pure interst, risk, and credit and collection 
expenses—which for convenience are all included under the head of 
interest. When discounts are not accepted, an interest expense 
charge is set up which is considered a non-operating expense item; 
because with the high rates of interest allowed all concerns will 
discount their bills if they possess sufficient working capital, and the 
determination of the extent of working capital rests with the board 
of directors and not with the operating management. 

Three different methods of entry are found for this method. In 
one, purchases account is charged directly with the cash price and no 
discount account is employed. Accounts payable account is credited 
with the cash price also. When discounts are not accepted a charge 
is made to a non-operating expense account for the amount of the 
discount neglected. The second alternative charges purchases at 
the cash price, charges an account called allowable discounts for the 
amount of possible discounts and credits accounts payable for the 
full amount. All discounts accepted are credited to the account for 
allowable discounts, thus leaving a balance in this accdunt equival- 
ent in amount to the amount of neglected discounts. The third 
option makes the charge to purchases gross and the credit to ac- 
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counts payable gross. When discounts are accepted purchases 
discounts accounts is credited. This procedure so far is conven- 
tional and the entries required conform to the entries followed by 
accountants today. There is entered in addition, however, when dis- 
counts are not taken, a charge to “Neglected Discounts” account and 
a credit to “Purchases Discounts” account. With purchases dis- 
counts account thus recognized as a valuation account for pur- 
chases account and with the inventory taken at the cash price, the 
net result of this method is the same as under the other two options. 

This last theory has one major objection, an objection it pos- 
sesses in common with the first and second theories. Since this 
theory involves the element of interest it must be remembered that 
interest becomes an expense or is earned on the basis of elapsed 
time. Therefore all interest theories demand adjusting entries 
at the close of the fiscal period, apportioning the interest income or 
the interest expense between periods on the basis of expense and 
earnings of that period. In the case of the fifth method these 
adjustments become quite complicated, particularly in connection 
with the apportioning of interest expense initiated in the first fiscal 
period and ending in the second, and in the case of purchases made 
in one period although the interest expense does not begin at al} 
until the next period. Indeed, these adjustments require the settiug 
up of three distinctly separate valuation accounts. The objection 
to the fifth method, then, is first that by itself it cannot stand, and 
second, that when modified to permit adjustments at the end of the 
period it becomes rather complicated. These complications, how- 
ever, are only slightly greater than those arising under the first 
two theories. Another objection to be noted appears in connection 
with purchases made from concerns which sell exclusively on ac- 
count. It seems as if here no provision is made for charging pur- 
chases at the cash price and for setting up an interest charge. This 
is not especially serious, however, as offsetting estimates can be 
made in the relatively few cases to be encountered. 

In conclusion, the modified fifth method, which recognizes pur- 
chases discounts as valuation accounts, which recognizes the neces- 
sity for charging purchases and inventory always at the cash price, 
which recognizes an interest expense only when discounts are not 
accepted, and, finally, which recognizes the necessity for periodic 
apportionment of the interest expenses, is regarded as the only true 
and logical view to be held regarding purchases discounts. If it is 
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to be opposed the opposition must be from the point of view of 
expediency and not from the point of view of accounting principles. 


DISCUSSION 


T. H. Sanvers, Harvard University: Professor Krebs has said that the 
determination of a proper method of handling this difficult problem of pur- 
chases discounts involves a conflict of principle and expediency at certain 
points. I would like very much to have Mr. Krebs define principle and 
expediency in this application. Perhaps I might give point to the question 
by citing a case in which I saw the same material being bought on some 
invoices net, on other invoices 1%, on other invoices 2%, and on some 
invoices 10%. It seems to me there is a very decided conflict in this case 
between principle and expediency. 

Mr. Kress: I am not sure, Professor Sanders, that I understand what 
you have reference to. In referring to the distinction between expediency 
and accounting principle I have in mind the narrow use of the term 
principle. In the broader sense of the term, I should say that accounting 
theory should coincide with accounting practice; that is, there may be cases 
which appear to require modification of some of the principles which we are 
adhering to, but I would be inclined to urge that our theory should be 
broad enough in its conception to include even these cases and apparent 
modifications. What I had in mind in dealing with my so-called “fifth 
method” was that although it appears to me to be the logical method to 
adhere to, it does involve certain complications at the close of the fiscal 
period, and these may make it not worth while to follow out from a practical 
point of view. That may seem as if I were not living up to the point I 
stated a minute ago, but I really think I am. In other words, there are 
things which we might do in accounting which, after all, are not quite worth 
while, from which, that is, the results obtained are not sufficient to offset, 
perhaps, the disadvantages which are involved. I am not sure that that’s 
true of the “fifth method.” I said it might be objected to on those grounds 
and not on other grounds. I am inclined to believe that the complications 
are not much greater than those which we find under the other methods, 
because any method which involves interest calculation requires an adjusting 
entry at the end of the fiscal period. 

F. H. ELwe.u, University of Wisconsin: It seems to me that the point 
of distinction between principle and expediency might better, or as well, 
be stated as between principle and custom; after all, the custom which has 
been followed in this country for so long follows one or the other of the 
first three methods discussed by Professor Krebs. What I would like to 
know is, what steps can we take to get business men away from such 
custom? As teachers of accounting classes, what should we say to our 
students who are going out into business offices where they are doing it 
in the old way? It seems to me that there is an educational matter involved, 
the matter of educating the business man up to what we call a custom 
based on scientific accounting principle. 
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Mer. Kress: With respect to what Professor Elwell has said about 
custom, I may say that the “fifth method,” so far as I know, has not been 
adopted by accounting practitioners. The first method is undoubtedly ad- 
hered to by a number. I might cite Professor McKinsey as an illustration 
of one. The second method, Mr. Wildman tells me, is followed by Haskins 
& Sells, and the fourth by Price, Waterhouse & Company. I am not sure 
that I know from what Professor Elwell said just what is the customary 
procedure. The third plan is not generally adhered to, although there are 
some public accounting concerns which follow it. 
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CONSERVATISM IN INVENTORY VALUATIONS 
By DR Scort, University of Missouri 


The title of this paper will, no doubt, call to mind the time 
honored inventory rule to use cost or market price whichever is the 
lower. It is expected to do so. 

In one of the discussions of the meeting of this association a 
year ago, someone expressed a wish to see that rule to be knocked 
into a cocked hat—or words to that effect. It is not exactly my 
purpose here to perform such a service for it. The service is, in 
fact, being performed effectively by changing circumstances bearing 
upon inventory valuations. My remarks are to be taken as merely 
an obituary notice of its passing. 

As an obituary should, we may well begin by speaking well of the 
rule. Without doubt it did good and creditable service in the early 
history of account keeping before the days of such modern devices 
as contingent reserves. But past service is not enough to justify 
keeping it alive now. Just imagine one of our leading accounting 
firms appending to a balance sheet certified by it a note which 
read as follows: 

“In addition to the items here shown, a certain reserve for un- 
stated contingencies has been provided. Marketable assets have 
been undervalued sufficiently to cover this unstated reserve.” 

In practice the note may read, “All merchandise assets have been 
inventoried at cost or market price, whichever was the lower.” The 
two versions sound different but mean the same. 


Arguments for such practice are familiar to all of us: 


(1) It serves to offset a tendency of business managements to 
exaggerate their prospects. 


(2) It protects creditors by promoting conservatism in the 
extension of bank credit. 


(3) Writing up goods which have risen in price tends to cause 
an overstatement of earnings. 
(4) Exact accuracy in the statement of inventory values is 


practically unattainable; hence it is a waste of effort to attempt it. 
And so on. 


18 


Conservatism in Inventory Valuation 19 


All such arguments may be summed up in the twofold state- 
ment that accuracy is not possible and would not be desirable if it 
were possible. 

In answer to such arguments it may be contended: 

(1) That an intentional understatement of asset values will 
aggravate rather than counteract any tendency of business manage- 
ments to be overoptimistic. 

(2) There is no need for more conservatism in the extension of 
bank credit. The perennial need in bank administration is not more 
conservatism but more intelligent management. We get the idea 
sometimes that all it takes to make a good banker is conservatism. 
However, reckless management more often than not is a cloak for 
incompetence. If accounting and the accounting profession have 
anything to contribute to banking it should be to promote more 
intelligent management rather than to increase the banker’s already 
over-ponderant conservatism. 

(3) The writing up of merchandise assets which have advanced 
in price need not and should not give rise to any addition to net 
income. 

(4) The argument that to attempt accuracy of statement places 
an impossible burden upon accounting technique is merely a counsel 
of despair. It should be relegated to the scrap heap along with the 
opinion of the one-horse business man who says he never has kept 
accounts, doesn’t propose to begin now, and that accounts are more 
bother than they are worth anyway. 

However, the issue of conservatism versus accuracy is not to be 
decided upon the basis of detailed arguments. It can be disposed 
definitely only through an appeal to a more general analysis. 


The conduct of business enterprise is the source from which 
accounting theory takes its rise. When business enterprise worked 
with relatively undeveloped resources, and through a relatively 
undeveloped technique of production, the circumstances of its opera- 
tion were comparatively unstable. The conduct of enterprise did 
not run in exact terms. Managers had to be satisfied with approxi- 
mations. But in modern times a high degree of technological de- 
velopment has been accompanied by an increasing size and complex- 
ity of business organization. Management has come to include 
coérdination of a great variety of activities. Business control has 
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come to rest upon exact measurement and appraisal of both business 
and technological facts. If it is true as above stated that account- 
ing does develop out of practical business affairs, then this funda- 
mental change in the circumstances of business administration 
should be reflected in accounting theory and accounting technique. 
Has it in fact been so reflected? 

A large subsidiary of the American Telephone and Telegraph Co. 
has, in each of the last few years, taken some men from the gradu- 
ating class of the School of Business Administration of the Univer- 
sity of Missouri. Last year the representative of this company 
remarked that the men coming out of school would be greatly sur- 
prised to find that so much of the work done by the Company’s 
accounting department was not accounting as they had learned it. 
He had no intention, or even thought, of criticising their instruction 
in accounts. The inference was merely that accounting in theory 
and accounting in practice were two quite different things. Are 
they? 

Accounting theory grew up as a body of rules or principles 
governing the application of double-entry technique to the affairs 
of business enterprise. But as business administration has changed 
in character an' accompanying change has taken place in the 
technique used by it. -Much statistical technique not included in 
the double-entry record has made its appearance in the accounting 
system. The absorption of so-called cost records into a unified 
system with older records is only a sample of this broad change. 

What is to be the attitude of the accounting theorist under such 
circumstances? Conservatism leads one to hold to old forms and 
old rules. It would lead one here to the view that accounting 
technique is being supplemented by the use of tools which are not 
accounting tools. 

A less conservative view, however, rests its definition of ac- 
counts more upon their functions and less upon their forms. It 
includes the new statistical tools within accounting technique. To 
do so requires a redefinition of accounting theory. If the system 
of accounts has come to include double-entry records plus statistical 
technique, the theory of accounts cannot continue to be merely a 
body of principles governing the application of the double-entry 
system. In point of fact the doubleentry record is a subordinate 
form of statistical technique. If it is not already subordinate in 
the field of practical accounts, it at least is steadily becoming less 
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and less dominant. This seems to indicate that accounting theory 
is tending to become a body of principles governing the application 
of statistical methods to business enterprise in particular and to 
economic affairs generally. 

For reasons which cannot be discussed here statistical methods 
are playing increasingly important réles in many branches of social 
study. Economic theory, for example, is facing the necessity of 
adjusting itself to the results of statistical investigations of econ- 
omic phenomena. The change which is taking place in accounting 
theory and technique is part of a general phenomenon which hap- 
pens to strike accounting most intimately. Business administra- 
tion, even more definitely than economic science, is coming to rest 
upon a factual basis afforded by the use of statistical or accounting 
methods. The increasing number and complexity of correlations 
required now-a-days in management make necessary, accurate, 
quantitative measurements of factors involved. The prediction 
upon which effective control depends is not possible upon any basis 
other than that of exact quantitative measurements. Under such 
circumstances any rule calling for a haphazard understatment of 
values is simply an anachronism. 

Thus far we have referred only to the accounting machinery upon 
which preparation of the balance sheet depends. Not only are 
changes to be noted in this machinery. The balance sheet also is 
changing. Indeed it appears scarcely open to dispute, that the cir- 
cumstances which are bringing about a general change in account- 
ing techniquge, will at the same time bring about equally significant 
alterations in the balance sheet itself. 


For the sake of brevity the foregoing analysis has run in terms 
of generalities. Many different problems might be discussed with 
a view to making it more concrete. We shall consider here briefly 
only one such problem by way of illustration. The one selected is 
the question whether a merchandise inventory should be treated as 
a working asset.or as a current asset. 

We are perfectly familiar with the fact that possession of a 
large stock of trading assets or finished goods may be either a de- 
sirable or an undesirable position depending upon attendant cir- 
cumstances. In a brisk market a large stock in trade is a very 
valuable possession. In a demoralized market it may become a 
serious handicap. If we posit the assumption that the merchandise 


22 The Accounting Review 


inventory must be a current asset, a working asset, or a fixed 
asset, and argue the question which it shall be, we find ourselves 
going round in circles rather than arriving at a satisfactory con- 
clusion. Our trouble is in part due to the fact that we are dealing 
with balance sheet categories which are not made up in accordance 
with current requirements relative to accuracy and exact measure- 
ment. When the transformation which is taking place in the 
system of accounts has worked out its effect upon the balance sheet 
such problems as this will be obviated. In the meantime it would 
be a waste of effort to spend time arguing whether a merchandise 
inventory is a working asset or a current asset. 

Specific prediction of changes which are to be expected in the 
balance sheet is a difficult task not lightly to be undertaken. It will 
not be attempted in this paper. However, it requires no great 
perspicacity to see that part of the merchandise inventory might 
well appear among assets which are expected to be turned into cash 
within, say, three months, while other portions of the inventory 
would be included among assets realizable in more remote periods. 
Part of the inventory might sometimes appear even among assets 


which cannot be expected to be sources of cash receipts at any time 
within the next year. 


DISCUSSION 


J. Hvuew Jackson, Harvard University: I cannot see our old friend, cost 
or market whichever is lower, buried without at least dropping a rose on the 
bier. I was interested in the paper which Professor Scott read, and was 
rather surprised to hear the statements made to the effect that bankers and 
business men in general feel that this rule of valuation not only is passing 
but should pass. It has been my impression that both bankers and business 
men, as groups at least, have been coming more and more to feel that this was 
a very desirable rule to follow, even from their standpoint. I admit, and I 
think any of us will, that according to the cold rules of logic the rule prob- 
ably cannot be supported; but on the basis of conservative business practice 
it would seem that it may be supported. Professor Scott made the statement 
that bankers were, if anything, too conservative and, therefore, didn’t need 
for their purposes to have a rule of this kind regularly used in the valuation 
of inventories, but I think there was an incident that happened in his own 
state recently (the Ferguson-McKinney failure) which showed that bankers 
aren’t always unduly conservative ; and I understand that some of the bankers 
involved in this case have since admitted that they never even read the reports 
of the accountants which had consistently year after year poin out to 
them the very great dangers involved in making loans to the concern in 
question. 
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I would like to ask Professor Scott what he would recommend in situations 
—many of which occurred during the period following the war—such as that 
of the Central Leather Co. The Central Leather Co. at the close of the war, 
or about that time, had a surplus account showing many millions of dollars, 
and almost over night, because of the drop in market prices and the con- 
sequent shrinkage in inventories resulting from the application of the cost 
or market whichever is lower rule, that surplus was entirely wiped out and 
became a deficit of a number of millions of dollars. ff this company had 
continued to carry their inventories at cost—I don’t know whether that is 
what Professor Scott advocates or not—it is hard to tell just exactly when 
the shrinkage would have appeared in the accounts. In the case of the Good- 
year Tire & Rubber Co., also, a surplus account of many millions of dollars 
—I do not remember the exact figures—was wiped out virtually over night, 
because the Goodyear Tire & Rubber Co., as I understand it, had rubber on 
hand sufficient to last them for a year or more, for which they had paid up- 
wards of a dollar a pound, and at the time the balance sheet was taken—or 
during the following period—rubber could be bought for from twenty to 
twenty-five cents a pound. How should such cases be handled? From the 
standpoint of financial and operating management should such inventories be 
carried forward into manufacturing operations at cost figures? 

Is it not clear that when a tremendous drop has taken place in the 
inventories—it is desirable—from the standpoint of management—to clean 
the slate, so to speak? And is it not clear, also, that this is desirable from 
the standpoint of outside creditors or outside financial or other institutions. 


I might also just call attention to the fact, in passing, that perhaps the 
only bulletin or other publication bearing on accounting matters that has 
ever been written in the United States which has the authority of a government 
body back of it (aside from the bulletins issued by the Interstate Commerce 
Commission), is the little bulletin which we commonly speak of as the Federal 
Reserve Board Bulletin, and in which the Federal Reserve Board has taken 
the attitude that inventories should be stated at cost or market, whichever 
is lower, in all balance sheets prepared for presentation to member banks for 
the purposes of credit. 

Mr. Scott: In reply to Professor Jackson, I may say, in the first place, 
that I don’t believe I said that bankers were trying to bury this rule. I think 
I said that it was the circumstances connected with the taking of all valua- 
tions and the keeping of accounts that tended to outlaw this particular 
valuation expedient. At the present time I think it is true that bankers very 
commonly approve the rule, at least outwardly. Such a device gives the 
banker a convenient basis from which he may talk with creditors. He can 
use it when he wants to use it; and bankers like rules which they can adhere 
to when they want to or disregard when they so desire. I do not myself see 
how the observance of a rule of this sort would have saved our friend, Mr. 
Carleton of St. Louis, from his smash-up. 

Further, I would be the first to insist that such concerns as the companies 
referred to should mark their inventories down from what they cost to pres- 
ent market; but at the same time I would point out that if these concerns had 
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marked up their stocks during the period of the rise in prices in the same 
way, and had, as they should, as I see it, carried the offsetting credit to a 
reserve, to be used when marked down, they would have had that reserve 
there against which to charge this mark-down without experiencing a deficit. 
As a matter of fact, as you all know, a great many concerns during the period 
of the rise in prices took advantage of that rise in prices to carry a great deal 
of earnings to earned surplus; they showed larger earnings than were actually 
realized during that period, and as a result of showing such larger earnings 
were under the necessity later of charging mark-down of inventories to 
surplus, which in many cases had not been accumulated in sufficient amount 
to cover the mark-down. In other words, the market should be followed 
both up and down. 

E. J. Firsey, University of Illinois: I think, with Professor Jackson, that 
the reports of the death of this rule have been greatly exaggerated. I think 
really Professor Scott has been attempting to say some kind words regarding 
the living instead of waiting until the party has expired. Personally, I 
believe that the rule is still very much alive, at least as far as its practical 
operation is concerned. Undoubtedly we must agree that it isn’t a consistent 
rule, inasmuch as it excludes the use of market price when the market price 
is higher than cost. I think that in teaching accounting we are bound to get 
away from what we would like to think was pure theory, and we have got to 
make our teaching of accounting practical or we are going to be operating 
rather poor departments of accountancy in our colleges of commerce. I think 
one of the great things about our colleges of commerce is the intention and the 
constant endeavor to make the work apply definitely to the actual operations 
of business. I don’t think that any of us would be successful in persuading 
the business public in such cases as Professor Jackson mentioned that the 
inventory ought to be retained at cost merely because it had been bought at 
a certain price. In the background of the consciousness of us all, I believe, 
there is the feeling that the Treasury Department is always lurking just 
around the corner ready to seize upon every bit of profit we say we have, and 
that it is always slow to accept a loss that we say it a loss; and yet the 
Treasury Department has whole-heartedly welcomed the idea of inventorying 
at cost or market whichever is lower. 


I feel that in telling the truth, as the accountant must tell the truth, in 
presenting a balance sheet he absolutely cannot say that this represents a 
correct balance sheet of the Central Leather Co., or the Goodyear Tire & 
Rubber Co., or some other company, if it shows an asset which is several 
times its present value. Now at once I suppose that other question will come 
up, whether all assets are to be placed on the balance sheet at their present 
value, which, of course, means an appraisal. I don’t think that follows at 
all necessarily. The fixed assets may be gradually rising in value or may be 
gradually declining, but that is something that is always with us. The 
inventory, on the other hand, we may have for a week or month, probably we 
shan’t have it for a year; and the inventory, inasmuch as it is almost a 
current asset—if it is not quite a current asset—ought to be stated at its 
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realizable price, that is, at the market price when that is lower than cost. 

This, of course, leads to that other embarrassing question, why should we 
then not state the inventory at a higher price when the market is higher 
than cost? And I suppose the usual answer is that we wish to be conserva- 
tive, and that it wouldn’t be conservative to show the higher price of the 
inventory when the market price was greater than cost. I think, after ali, 
that even if that is the tradiional answer, it is also the correct answer. We 
cannot say a company has realized a profit merely because it has in its 
possession an inventory of merchandise which is of greater value now than 
when it purchased it. I think the Treasury Department is right in saying 
that you need not be taxed upon any profit that lurks within an inventory 
that is worth more now than at the time of purchase. If that is treason to 
good accounting practice, I am willing that Professor Scott make the most of 
it. Certainly the bearing of practice upon accounting teaching is something 
that cannot be ignored, and as I said before, we could not persuade business 
men, under any circumstances, to fail to show a loss, a definite loss, which has 
resulted from the dropping of the inventory below the cost. 

There is, of course, this further corollary that ought to, perhaps, be stated, 
that sometimes there is a day-to-day fluctuation up or down, and in such a 
case I think that the market price can properly be disregarded; but when it 
is perfectly clear that there is a general trend toward lower prices, any busi- 
ness man would be foolhardy who would show a profit derived from showing 
that inventory at cost, and pay taxes thereon in good money when this was 
unnecessary. 

Mr. Scott: May I say agaln that I had no idea of encouraging business 
men to keep their inventories above present market prices. Undoubtedly they 
should be marked down when the market goes down. On the other hand, I 
should say when the market goes up mark them up. This need not mean a 
showing of profit or any additional taxes. The increase in valne should be 
set up as a reserve against which to charge the mark-down of assets when 
and if values fall. I might also say, in connection with Professor Filbey’s 
remarks and others who spoke before, that when I wrote this paper lL 
originally used the phrase “premature obituary.” I don’t remember nuw 
whether it is in the paper now or not, but at least it was there originally. 


J. J. ReiGHarD, University of Minnesota: This discussion of principle and 
custom and expediency brings to my mind an idea that I don’t think has been 
emphasized sufficiently in the teaching of accounting. I go back to Professor 
Adams’ old definition of an accounting statement as a statement of accounting 
facts tending toward a logical conclusion. As long as the facts presented in 
the statement, whether a balance sheet or operating statement, plainly state 
how the conclusion is arrived at, the accountant has performed his function. 
Personally, I don’t care much how the inventory is stated on the balance 
sheet so that the basis of valuation is clear. I think it is just as logical to 
value an inventory at cost or market whichever is lower, as it is to value at 
cost regularly, or on any other basis. This rule represents merely a method 
of measuring depreciation on one of the assets. It is based, substantially, on 
an investment conception of the inventory. I don’t see where the rule can be 
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damned, if you please, on the ground of logic. It is so logical that practice 
supports it. 

The whole purpose of the statement involved must be borne in mind. 
When I touch on these matters in the brief time available with my accounting 
students I therefore take the position that no formulation of principle is 
possible until you have decided what the object or purpose of the state- 
ment that you are working on is. Having arrived at what this purpose is, 
the statement should be constructed in accordance therewith. 


Me. Jackson: I still feel that Professor Scott is propounding a very 
dangerous principle when he suggests the writing up of inventories, even 
though the amount of the enhancement be credited to a reserve account, be- 
cause the proprietorship of a corporation, or of any business organization, 
is not necessarily measured by the two words capital and surplus only. There 
are other accounts in a balance sheet which are oftentimes just as much 
proprietorship as are either one of those terms, and to put such a reserve 
in the balance sheet at all, as long as the profit has not yet been realized 
and may never be realized, is dangerous, even though the matter be viewed 
not from the standpoint of an outsider, a creditor or a banker, but from the 
standpoint of the business organization itself. 


I agree entirely with what Mr. Reighard just said, that as long as the 
statement presents and shows clearly what has been done, as far as the 
accountant is concerned he has done his duty, whether the inventory has been 
priced at the selling price, or at the higher of cost or market, or at the lower 
of cost or market, or at cost; but this isn’t necessarily the most important 
question. There is still the question of valuation principle and procedure. 
Mr. Montgomery suggests, and it seems to me properly so, in his revised 
edition of “Auditing,” that where there is any increase of inventory value 
the fact may be fully shown, for all legitimate purposes, by means of a state- 
ment in a footnote on the balance sheet. That seems perfectly sound, and 
that would accomplish everything Professor Scott has in mind, I presume, so 
far as giving a better credit standing to the business than it would have by 
stating the inventory at cost, and yet it does not bring into the credit side of 
the balance sheet or reserve side of the balance sheet an item, which, however 
you may label it, when it comes to classifying liability and asset items, must 
be treated as a proprietary item. 


C. F. RrrrennHouss, C. F. Rittenhouse 4 Co: My only excuse for adding any- 
thing to this discussion is the fact that it seems to me to be a very important 
matter, not only from the standpoint of teaching accounting but also from the 
standpoint of accounting practice. I agree heartily with Professor Jackson. 
In fact, it seems to me that Professor Scott’s view is a dangerous theory to 
introduce into the classroom, because it seems to me that our students will 
be up against a stone wall of opposition, not only from bankers but from 
business men, in attempting to introduce into accounting the theory that cost 
or market whichever is higher is just as sound as cost or market whichever 
is lower, and should be used. I am not quite sure in my mind how Professor 
Scott would treat this reserve for appreciation of inventory after it is set 
up. Presumably he would deduct it from the inventory on the asset side of 
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the balance sheet, the inventory being shown at cost or market whichever is 
higher less reserve for appreciation. Or would he give the true inventory 
figure as a cost figure, or does he intend to exclude the inventories from the 
current group of items entirely, thereby not disturbing the ratio between 
current assets and current liabilities? 

Furthermore, I believe Professor Scott said that it was not his intention to 
report as earnings in the current period any unrealized earnings resulting 
from appreciation in inventory. However, he does set up on his books an 
inventory at cost or market whichever is higher. Having done so, how does 
he intend to get into his earnings statement the earnings that are realized 
on that inventory when it is sold? Does he intend to take into his earnings 
the next year such portion of that reserve as represents the realization of 
earnings anticipated when the books are formally closed? These are just @ 
few questions that occurred to me in connection with the possible use of this 
reserve. 

I also wondered while Professor Scott was talking what distinction he 
makes between current assets and working assets, and also whether he would 
regard it as a practical procedure to divide the inventory into two parts, as he 
suggested, treating one part as a current item, that part of the inventory which 
it is anticipated will be liquidated within, say, three months, and treating 
the other part as a working asset, representing that inventory which it is 
not expected will be liquidated with the period of three months. Is this 
merely theory, or does he feel that it is a theory that can actually be in- 
troduced in practice? It seems to me that we are raising in all this discussion 
several points which, while interesting from a theoretical point, are at the 
same time dangerous from a practical point of view; and I think the only 
reason for continuing this discussion is to get some of these matters ironed 
out, because they are exceedingly important. 

Mr. Scorr: In the first place, I don’t hold that the inventory shall be 
taken at cost or market whichever is higher, but taken at the market in all 
cases, the present market, which is a quite different thing from cost or market 
whichever is higher. 

Now, with regard to the question of handling the reserve, I would set it up 
among the other reserves on the liability side of the balance sheet. There are 
depreciation reserves there and these are certainly not proprietary items. It 
should not, however, be treated as a current liability. But I do not see that 
the location of the item is of such great importance, for the reason that the 
reserve will tend to be eliminated by the appropriate charges over a period of 
of years. That is, if we carry the same volume of goods durng the rise in 
market that we do during the fall in market, the rise will roughly offset the 
fall. 

With regard to the treatment of profits when realized from the sale of 
appreciated assets, my answer is that no such profits are realized. Suppose 
we have on hand merchandise which cost us $30,000 to purchase, but which 
would cost us $50,000 to purchase at the present time. It might be said that 
we are $20,000 better off than if we had bought the assets at the present time 
Perhaps so, but I would say that that $20,000 is not a profit, and that it isn’t 
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even an unrealized profit. If the day before we make our statement we sell 
this merchandise for cash and realize $50,000 from it, I would say that we 
have not realized $20,000 in profit, that that $20,000 should still stay in the 
reserve, although we have it on the asset side in cash. Why? Because in 
the course of time, if prices go back down, we will need to make a charge 
against it. We must hold it in reserve. Or suppose we are continuing in 
business and the next day after making the statement we set out to buy a 
similar stock of merchandise, how much will we have to pay for it? Not 
$30,000 but $50,000. Then we have not realized in profit $20,000 because we 
must immediately spend that $20,000, along with our original $30,000, to re- 
place our inventory. Even when appreciated goods are sold, therefore, you 
do not realize a profit. 

With respect to the division of inventory between current and working 
assets I am frank to say that I don’t know what ought to be done. I think 
there are changes which are coming about in the balance sheet, and I think 
those changes will go in the direction of more explicit and exact statement 
and classification of assets and liabilities; and I doubt very much if in the 
course of the next twenty years we will use the classification, current and work- 
ing assets. It seems to me we will develop in the way of either a redefinition 
of those categories that appear in the balance sheet or a formation of new 
categories which will permit of greater accuracy of statement. If we put in 
merchandise inventory and say it is a fixed, current, or working asset, we 
know that isn’t true, that is, a part belongs in one place and a part belongs in 
another place. I might add that it seems to me to be a bad principle to 
insist that we, as teachers of theory, must follow practice. To say that 
because in practice they do put merchandise in a particular classification 
when a part belongs to one group of assets and a part belongs to another, this 
is the doctrine which must be adhered to by the teachers, would be equivalent, 
it seems to me, to throwing up our hands and saying we can’t do our job. 


W. A. Paton, University of Michigan: I hesitate to hold the group any 
longer in view of the lateness of the time, but the character of the discussion 
has been such that there are two or three comments which I would like to 
make. First, there has been some reference as to the attitude and practice of 
the Treasury Department in this matter of inventory valuation. Let me say 
this, that in 1919 the Treasury Department made a study of inventory prac- 
tices with the idea of finding out what methods were followed and recom- 
mended by representative business men, and the Department didn’t discover, 
as several have been implying here, that solid wall of opinion in favor of cost 
or market whichever is lower. An investigation was made of over 300 
representative concerns, preity largely in the manufacturing field, and those 
managers who favored cost or market whichever is lower were found to be a 
small minority. Those who favored market consistently were a much more 
numerous group. Another thing might be said in that connection: If there 
is any tendency in Treasury practice at all at present I should say it was in 
favor of cost inventories, consistently interpreting cost, however, as the cost 
of the most recent purchases up to the amount of the inventory, a method of 
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valuation which is a very close relative of consistent replacement cost, or 
market valuations. 

The implication has also been suggested here in the comments that when 
market is above cost, there is therefore a very clear indication that market 
is shortly going to fall, either back to cost or lower. I didn’t know that any 
of ihis group were gifted with prophetic vision to that extent. In the fall of 
1918 everyone was expecting, of course, a collapse in prices, particularly in 
certain fields, and partly as a result of that expectation business men put 
such pressure on Congress that the inventory loss provision was introduced 
into the Revenue Act of 1918, so-called. The expectation, of course, wasn’t 
realized. There was indeed very little opportunity of securing inventory loss 
deductions under that clause. 

I don’t think there is any reason whatever for saying that when the market 
price is above cost this gives evidence that there is going to be a decline. At 
every level of prices all sorts of opinions as to what is going to happen are 
present. Certainly from the standpoint of the relation between cause and 
effect I doubt if it can be demonstrated that an advance in prices will in 
itself tend to cause a decline. 


The comments made with respect to the attitude which teachers of 
accounting should take in the classroom also interested me. I cCon’t like the 
suggestion that there is danger in the doctrine that Professor Scott has pre- 
sented, if it is taken to mean—which it probably wasn’t intended to mean— 
that we should dismiss this inventory matter in our classes by forcing down 
our students’ throats the cost or market whichever is lower doctrine. Are we 
not trying to train our students to approach these questions analytically, with 
a view to passing a discriminating judgment based upon a careful weighing of 
all major factors? Is it not desirable for us to discuss all the various angles 
of this problem of inventories, raising all of the pros and cons, giving due 
weight both to considerations of logic and considerations of expediency, em- 
phasizing all the implications of various doctrines of inventory valuation 
both from the standpoint of effect upon balance sheet and effect upon income 
sheet? I think we must all agree that it is. This, of course, does not 
preclude the instructor from making a specific recommendation wherever he 
feels this is called for. Neither does it prevent him from calling the student’s 
attention very specifically to the conditions of actual practice. In fact it is 
very important that the student be put upon his guard in the matter of legal 
and commercial prejudices, so that he will proceed diplomatically in his initial 
dealings with business management and will not proceed to attempt to write 
off rules of accounting and business practice which are very much alive, even 
if objectionable on some grounds. This is particularly important in view of 
the fact that the student, just out of college, has a relatively unsophisticated 
view of these problems, notwithstanding the efforts of his instructor, and must 
apply all lines of theoretic reasoning with caution. 


However, I think that it as quite possible to get an unduly narrow idea of 
what constitutes practice. Accoounting practice in the large should not be 
confused with accounting practice as it takes shape solely in the construction 
of balance sheets for credit purposes. I often tell my students that they must 


t 


30 The Accounting Review 


distinguish between three things: (1) what I tell them, which is of the least 
importance; (2) what public accountants say is done in practice, which is of 
more importance; and (3) what is actually done. As far as I see there is hy 
no means an identity between these different things. Practice is very diverse; 
and you will find more heterodoxy, in my opinion, among private accountants, 
especially in the manufacturing field, than among accounting instructors. 
In general the instructors are pretty much in harmony with the attitude of 
the typical certified public accountant. 

It seems to me that that’s the attitude we ought to take in the classroom. 
We should make a most careful examination of these questions, and then 
we should give discriminating advice to the student, cautioning him not to 
attempt to apply pet theories in an arbitrary manner in the face of all sorts 
of opposition. 

I am very much in agreement with Professor Scott, except that I go con- 
siderably further in condemning the cost or market whichever is lower 
proposition. While I think his obituary notice is a little premature, it seems 
to me that I can discern a more liberal and discriminating tendency in in- 
ventory valuation, a tendency away from the universal application of the 
rule, as was recommended by the British Board of Inland Revenue in 1917. I 
feel that business conditions are so varied that we can expect practice to 
develop in a number of directions in this matter. And there are undoubtedly 
many cases in which, everything taken into account, the most satisfactory 
method of inventory valuation involves the consistent use of market prices. 


i 


RESEARCH WORK AT THE UNIVERSITY OF ILLINOIS 


By A. C. Lirrieton, University of Illinois 


I am going to divide my brief discussion into three parts, follow- 
ing the noteworthy precedent set by the friend of our younger days, 
J. Caesar. The partes tres in this case, however, will be first, “Some 
Fields for Research in Accounting,” (here I probably shall be antici- 
pating, duplicating, or otherwise conflicting with Mr. Wildman’s 
remarks as leader), second, “The Work of the Bureau of Business 
Research at the University of Illinois” (insofar as it makes use of 
accounting material), and third, “A Suggestion for a Coéperative 
Project.” 


I 


Historical Development of Accounting. We need to know more 
about the manner in which accounting has evolved during its 
relatively long life. We need to see its development paralleling 
the development of civilization and to understand it as a part of 
civilization’s manifestations. You can point to no well established 
field of classroom instruction where, at least in advanced work, 


some emphasis is not placed upon the value of the right kind of 
historical perspective in that field. It has as yet been impossible 
to do this in our field in any acceptable way. 


Accounting Theory in Relation to Other Subjects. There are a 
few scattered papers here and there which show evidence of some 
attempt at coordination between accounting principles and law, 
for example. They are too few. Little as I know of law, I am 
nevertheless convinced that an astonishing amount of so-called 
accounting principles, if the truth were known, were threshed out 
originally in the law courts. I need only mention the relation of 
accounting theory to economics to indicate a field for additional 
work under this same heading. We ought to be grateful for what 
Mr. Paton has done in this connection and to a few others—a very 
few. A great deal more could very profitably be done. When some 
of these things are satisfactorily done in history and in theory, our 
subject will receive in a larger measure the recognition it deserves 
as a cultural and disciplinary subject. 

Teaching Methods. It is my impression that the teachers of 
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accounting as a group have made the major contributions to the 
subject in the last thirty years. Yet, in spite of this, the technique 
of imparting a knowledge of accounting principles and practices, as 
far as I know, has been given very little constructive thought. 
What, for example, do we know about the technique of problem 
solution? I mention this not because the solving of stated problems 
is of itself so important, but because the value to the student of 
solving problems comes from his learning by precept and by trial 
how to perceive relationships between facts, how to proceed in a 
logical manner step by step through a well thought out sequence 
of operations, and, finally how to marshall and array his data in a 
convincing and intelligible fashion. Experts in educational 
psychology have been able to accomplish wonders in primary educa- 
tion by studying the technique of learning by children and of 
teaching for children. 

The Technique of Verification. I do not mean to imply by this 
that an attempt to standardize audit procedure should be made, but 
rather to suggest that it might be possible to conduct research to 
find the best method of attack upon specific phases of verification. 
This might develop not only best methods but also a variety of 
methods of reaching similar conclusions, which would add very 
much to an individual’s resourcefulness in practice. For example, 
there is something to be said in favor of studying price indices in 
connection with inventory verification. 

Methods of Detecting Fraud. Certainly research might well be 
made in analyzing the ways of criminals, and the methods under 
which they have operated in the past, as well as methods for pre- 
vention and especially methods of detection. I am not one of those 
who believes in this connection that material of this sort would 
offer temptation to men who otherwise would go straight. On the 
other hand, I think a knowledge of the fact that every fraud has a 
weakness and that auditors are trained in the detection of fraud, 
would be rather effective deterrents. Even if the general opinion 
should be different from this, the results of such research as is here 
suggested, could, when they were brought together, be carefully 
protected by limiting distribution to obviously proper persons. 

Methods of Interpretation. Research in developing the best 
methods for presenting accounting data—the development of non- 
traditional statement forms, the application of graphics to account- 
ing, the art of simplifying the essentials for report presentation 
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and so on. Correspondence supervisors and others have studied 
letter writing and letters intensively enough to be able to make the 
art of writing business letters in very large enterprises almost a 
science. The art of expressing accounting situations, it seems to 
me, might be subjected to a somewhat similar intensive study. 

Extension of Statistical Methods to Accounting. The public 
accountant naturally enough perhaps gives so large a portion of his 
time to the balance sheet and other statements as of a given moment 
of time, or at best for one fiscal period, that he has not had much 
opportunity to give thought to the methods of analyzing accounting 
data over a considerable period. There are various indications 
afloat which suggest an increasing interest in finding out what a 
study of data extending over a number of years can show. Manage- 
ment is as much interested in the trend of various elements of its 
business as recorded in its accounts, as the banker is in a true state- 
ment of assets and liabilities as of a given date. What is suggested 
here is merely the extension to the analysis of accounting data of 
some of those statistical methods which have been found serviceable 
in analyzing time series generally. I recognize that the analysis 
of time series is itself very much younger than other aspects of 
statistical method, but I am, in spite of that, of the opinion that the 
greatest utility of carefully compiled and carefully verified account- 
ing data is not reached until the facts have been studied over a 
period of years. This extended study is made in order to observe 
the trends and the seasons peculiar to the individual enterprise and 
to see how that enterprise’s affairs coordinate with the ups and 
downs of general business conditions. 

II 

These last remarks lead rather directly into what I wish to say 
about the work of our Bureau of Business Research, because our 
work, insofar as it touches accounting, would come under the head 
of statistical methods in the interpretation of accounting data. 

I can best illustrate our work in this connection by referring to 
two definite studies that are now before us. In one case, through 
the cooperation of a considerable number of public utility com- 
panies, we have secured monthly data for gross revenue, operating 
expenses, number of customers, kilowatt hours produced, and the 
like. Most of these are very clearly accounting data. 

We are subjecting these data to two processes: First, a thorough- 
going statistical analysis which looks to the determination and 
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elimination of the seasonal factor and the trend factor. By this 
means we are enabled to isolate whatever cycle factor may be pres- 
ent in the data. However, we are not contenting ourselves with 
merely analyzing the facts and presenting the results, but are pre- 
paring a more or less standardized routime by means of which any 
business enterprise that cares to do so may make similar statistical 
analyses of their own data by rather simple clerical processes. 

The. other thing we are trying to do in connection with this 
series of monthly data is to find the means by which we may 
statistically project past and current figures into the near future 
with a serviceable degree of accuracy. As you may imagine, we 
have not progressed as far in this connection as we have in analyz- 
ing monthly data, but we are encouraged by the progress made. 

The other study now engaging our attention which will be of 
interest to you has to do with “standard” ratios. There is, appar- 
ently, an increasing amount of interest in balance sheet ratios and 
one is soon led to observe that to be of most usefulness the indi- 
vidual’s ratios should be compared to standard ratios. This means 
that a “standard” has to be provided. Various suggestions have 
been made and a.number of interesting combinations of averages 
have been presented from time to time, but these were either open 
to serious criticism upon purely statistical grounds or else they 
were simple arithmetical averages of too few cases to provide a 
real standard. 

We are experimenting in the hope of producing a set of ratio 
standards for the public utility industry which will not be subject 
to so much of this sort of criticism. We have proceeded to study 
some two thousand balance sheets of public utility companies ex- 
tending over a period of ten years in most cases. Each balance 
sheet was subjected to a reasonable degree of standardization of 
classification and for each balance sheet there was calculated about 
seventeen different ratios. These are being sorted and tabulated 
and studied at the present time. 

By the way of illustration, I may mention one or two facis that 
have recently been before me in this study. There are fifteen hun- 
dred and forty cases where we have calculated the current ratio 
from these public utility balance sheets. By throwing these ratios 
into a frequency distribution, we are able to make the very definite 
statement that fifty-four per cent of the total number of cases show 
a ratio of current assets to current liabilities of less than one, and 
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that over eighty per cent of the total number of cases show a ratio 
of less than two. We are able further to say that the ratio which is 
most frequently met with (the statistical mode) is in the neighbor- 
hood of .60. 

There are many other interesting questions to be gone into in 
studying as many cases as we have collected. For example, these 
questions are typical: Is the characteristic current ratio any 
different for Eastern utility companies than those in other parts of 
the country; is there any difference as between different years; is 
there any difference in companies of unlike size or in companies 
of unlike character? Now I cannot burden you with the details. 
I mention this merely to indicate that there is much of interest to 
be found in the statistical analysis of accounting data. I shall 
leave it to you to argue over the question of whether the sort of 
thing I mention is statistical research or accounting research. 
The fact is, however, that most of the men engaged in this particular 
project were trained in accounting, and it also is a fact that statis- 
tical devices are being used in analyzing the figures. 

So much for the second section of what I had to say. I am 
afraid it is running into more space than I had anticipated so I 
shall be brief in closing. 

III 

Our recent experience in the study of these balance sheet ratios 
leads me to make the suggestion that I have in mind as the con- 
clusion of my remarks here. There is no question, in your minds, I 
am sure, concerning the desirability of having standards by which 
both accountants and managers may compare the individual with 
the type. That is the theory. The practice is not so easy. The 
greatest difficulty is in obtaining sufficient homogeneous material to 
permit the computation of averages or types which may reasonably 
be set up as standards. The only way this handicap can be over- 
come is either by governmental fiat or by the coéperation of 
individuals. I submit that the latter is by far the preferable 
choice in view of the fact that the calculation of ratios involves 
not a little consideration of standardization of accounting classifica- 
tions, and I further submit that accountants are the most logical 
people to determine the figures which in any given case are to be 
used in the calculation of ratios. Therefore, it seems to me that 
the largest hope for obtaining any extensive assortment of standard 
ratios must needs come through the accounting profession. 
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To be more concrete, would it not be a very acceptable service 
quite within the function of a representative body of accountants, 
to undertake to secure the coéperation of their members and per- 
haps others in the assemblying of a sufficient quantity of ratios as 
to enable reasonable types or standards to be set up. As I see it, 
all it would need in a practical way would be a standard form of 
report about the size of a sheet of letter paper on which the mem- 
bers coéperating would write down ten or a dozen specific ratios, 
indicating the year and the size of the business, the geographical 
location (in rather broad sections of the country), and a suggestion 
of the type of business. Frankly, I am making this particular 
suggestion of a report from the sorting card which we prepared in 
connection with our own ratio study. The sheet I have mentioned 
would lend itself very well to the statistical sorting and tabulation 
which would be a necessary preliminary to the computation of ratio 
standards. (See illustrative form on following pages.) 

I recognize the obvious weakness in the suggestion in that no 
adequate provision is here made or can be made to assure a highly 
satisfactory degree of standardization of balance sheet figures used 
in these ratios, but my reply is: First, perfectly homogeneous data 
are seldom indeed met with in statistics and it is expected, with a 
sufficiently large number of cases, that the law of large numbers 
will keep the final result representative. The second point of the 
reply is that if a perfectly satisfactory standardization of account- 
ing classification is too much to expect, where is there a body of 
men better equipped to calculate balance sheet ratios from the 
figures before them in their respective offices and at the same time 
achieve a reasonable degree of homogeneity without resorting to 
predetermined agreement than the practicing public accountants? 

In my opinion, if we asked one thousand public accountants to 
furnish say the ratio of net income to gross revenue for a thousand 
companies in the same line of business, we would get a set of ratios 
that were as nearly true pictures of the revenue status of the com- 
panies as it would be possible by any other means to obtain. In- 
dividuals might differ here and there as to what should be included 
in gross revenue, under certain circumstances, but my point is that 
you would come nearer getting an agreement as to what should 
be included from a thousand practicing accountants than from any 
other group of men you could select. 

Consequently, I think public accountants are in a position to 
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SUGGESTED FORM OF 
REPORT ON BALANCE SHEET RATIOS 


Accountants codperating in the accumulation of balance sheet ratios from 
which reasonable standard ratios are to be calculated for the several in- 
dustries will fill out a report for each separate balance sheet in their current 
files and send the report without any names being shown thereon to— 
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Circle the YEAR in which the 
balance sheet it dated. 


Circle the LOCATION of the 
principal activity of the concern 
(see over). 


Indicate SIZE of the enterprise 
in hundreds of thousands of total 
assets of latest statement. 
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Specify KIND of industry or line 
of business (see over). 


Insert the several RATIOS ex- (i) Fixed Assets to Total 
pressed in percentages (see over). Assets. 
(a) Operating Expense (j) Current Assets to Total 
Gross Revenue. Assets. 
(b) Net Operating Profits to (k) Other Assets to Total As- 
Gross Revenue. sets. 
weeeee(@) Net Income to Gross (1) Long-Term Debt to Total 
Revenue. Assets. 
(d) Gross Revenue to (m) Current Liabilities to 
Worth. Total Assets. 
(e) Current Assets to Current (n) Net Worth to Total Assets. 
Liabilities. (o) Gross Revenue to Total 
(f) Net Worth to Fixed As. Assets. 
sets. (p) Net Operating Profit to 
(g) Long-Term Debt to Fixed Total Assets. 
Assets. (q) Net Income to Total As- 
(h) Revenue to Fixed Assets. sets. 
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(Reverse side of report) 


Note re Location: 
N. A.— North Atlantic; includes Maine, Vermont, New Hampshire, New York, 
Massachusetts, Connecticut, Rhode Island, New Jersey, Pennsylvania. 


S. A.— South Atlantic; includes Maryland, Delaware, Virginia, West Vir- 
ginia, North and South Carolinia, Florida. 


So. — Southern; includes Georgia, Alabama, Mississippi, Tennessee, Ken- 
tucky, Louisana, Arkansas, Oklahoma, Texas. 


M. W.—Middle West; includes Ohio, Indiana, Illinois, Michigan, Wisconsin, 
Minnesota, Iowa, Missouri. 


W. — West; includes North and South Dakota, Kansas, Nebraska, Colorado, 
Arizona, Utah, New Mexico, Wyoming, Montana, Idaho, Nevada. 

Pac. — Pacific Coast; includes Washington, Oregon, California. 

Note re Kind of Industry: 

Specify sufficiently for clear identification of type, for example—textile 
manufacture—cotton goods; retail—men’s clothing; wholesale—groceries. 
Note re Ratios: 

In calculating the ratios always divide the first item named by the second. 
For example, a ratio of current assets (4560) to current liabilities (2340) 


is 4560/2340 = 1.95. This result expressed as a percentage (multiplied by 
100) is 195, which is the figure to be entered in the report. 


perform, through some of their organizations and without in the 
least violating any professional confidences, a very distinct service 
to their profession in general and to business as a whole. And I 
think that they could do this at a minimum of trouble to themselves 
individually and without the necessity of spilling oceans of ink in 
discussions of what should be included or excluded in this, that, and 
the other thing. If the kinds of ratios that are wanted are plainly 
stated, the practicing accountant can be trusted to give as reason- 
able a figure as anyone from the cases in his current practice. 

Coéperation between large numbers of individuals is not by any 
means an easy thing to achieve, but obvious difficulties and possible 
shortcomings need be no permanent obstacle to experiments. I 
think it could be done with great profit; I offer the idea for what it 
may be worth. 
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RESEARCH WORK AT OHIO STATE UNIVERSITY 


By Spurcson Ohio State University 


I have prepared no paper and have made no preparation for a 
talk, but I can tell you in a few minutes what we have done and 
what we are doing at Ohio State along the line of accounting re- 
search. In the first place, the general conception of the place of 
research, as I understand it at Ohio State, is that it has the two- 
fold function of ministering to the teaching program in the various 
departments of the College of Commerce there, and, also, we hope, 
the possibility of ministering to the needs of the business men who 
coéperate with us in connection with any research that may be 
undertaken. Doubtless the research program of any college of 
commerce ought to give first consideration to the educational 
situation; but the second function is also a matter of importance, 
particularly when it is remembered that it will always be necessary 
in undertaking any business research to get the codperation of 
business men who can furnish you with the proper facilities. 

As to how we find out whether a certain research shall be under- 
taken and how we define the scope of a research, as a matter of 
procedure, I can given an illustration. It was suggested to me by 
the Department of Journalism that they had for a long time wanted 
some researches made in regard to the accounting and management 
programs of newspapers (meaning by newspapers not the larger 
metropolitan papers but the newspapers of more moderate size, and 
in the towns of moderate size). In order to decide on the scope of 
such research, I had some conferences with a number of newspaper 
men; and I tried to familiarize myself with the statistical data 
which they used in connection with their management programs, 
and to determine their needs and to get them to define their own 
needs. Then the man who is associated with me in the accounting 
line, Professor Greer, whom many of you may know, made similar 
studies. It was finally decided, after conference with the managers 
of half a dozen newspaper plants, that they were more interested in 
the question of incomes—a proper classification of incomes and the 
establishment of standards of expectation which they could set up 
in regard to incomes—than they were in expenses. This does not 
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mean that newspapers are not interested in expenses; but it so 
happens that many of the expenses of operating a newspaper are not 
tied up very closely to specific revenues. The cost of setting up an 
ad, for example, often doesn’t have a very intimate relation to the 
charge that is made for advertising service. At any rate, the 
accounting study for newspapers as we have been planning it is 
substantially a study of the incomes of newspapers, and the classi- 
fication of those incomes. It is hoped that the study may result 
in the establishment of some sort of service, perhaps that will 
involve an exchange of information between many newspaper plants 
on the basis of a standard classification of incomes, which may be 
agreed upon; and that these newspapers will thereby find out 
whether their opportunities for revenue are being utilized to the 
fullest. 

We do not intend to neglect entirely the cost side. For one thing 
we expect to try to set up a careful separation between newspaper 
expenses on the one hand and the job printing expenses on the other. 

Now that’s an investigation that will be undertaken during the 
next six months, I presume. I don’t know how long it will last. 

The investigation that was in process when I went to Ohio State 
was one relating to the accounts of retail furniture dealers. That 
study will be published in the next two months; at any rate, it is 
now in the hands of the printer. It involves not only a classifica- 
tion of expenses and incomes for the retail furniture dealers but it 
also involves an accounting system report. It is a great deal more 
elaborate than the studies which have been made in quite a number 
of instances under the heading of retail accounting. It is hoped 
that this study will be of value in connection with some of the 
specialized instruction in accounting; it is also expected that a 
certain service will be rendered to the retailers on the basis of this 
study. 

There were certain studies made before I went to Ohio State, 
and there are certain other studies that are growing out of those 
previously made. One of these is a study of the unit selling expense, 
and involves a comparison between those establishments which 
employ salesmen on a commission basis, those where salesmen are 
employed on a salary basis, and, third, those concerns which employ 
salesmen on a mixed basis. In fact a publication has been gotten 
out for the Wholesale Grocers’ Association along that line. This 
study is essentially an application of accounting cost methods to an 
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analysis of the problem of selling expense and the best method of 
employing salesmen. 

There are certain other studies which have been suggested to us. 
The independent accountants who are the accountants, you might 
say, of Ohio, and particularly those who do not represent the large 
accounting firms with many branches, are interested in a project 
that will involve a study of expense ratios and balance sheet ratios, 
with which you are familiar. Whether the accounting firms will 
coéperate with us by furnishing us information in regard to revenue 
statements and assets has not been fully determined. We will 
undertake to make a study of this type, compile the data, and try 
to discover some standards along the line of operating and financial 
ratios, both for the revenue statement and for the balance sheet 
in case there is sufficient interest evidenced to make such a study 
possible. 

There is one other accounting project which has been suggested 
to us, which I think this association might be interested in. We 
found that certain retail associations were experiencing difficulty 
with certain accounting terminology, particularly the term “gross 
profits.” They want this term abolished, because they think that 
the large mark-up in terms of gross profits prejudices their cus- 
tomers and the public against them, particularly because of the 
danger that gross profit will be mistaken for actual net profit. 
The accounting fraternity will probably hear from the !'ssissippi 
Valley Furniture Dealers’ Association on this point. ‘:aey are 
expecting to pass a resolution there, asking the accounting associa- 
tions to consider some alteration of the terminology of the revenue 
statement that will avoid this confusion between the meaning of net 
profits and gross profits. They would like to see some substitution 
for gross profits of a term like “gross margin’, or some other term 
that will clearly avoid the inference that the so-called profits in- 
volved are net to the concerns which make them. 

These are the principal accounting projects which we have under- 
taken and which we are considering at the present time, and I 
think I have given you also some idea of my own view as to the pur- 
pose of the accounting studies. 

I might add that we are making two studies at Ohio State which 
I haven't classified as accounting studies, and yet which seem to 
me to be likely to degenerate into accounting studies before we get 
through. One of these is the study of merchandise control. Our 
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study of merchandise control has so far been limited to a certain 
class of goods, mens’ ready to wear. We are studying the question 
of unit control of stock in that class, and also the problem of general 
financial merchandise control. Accordingly this study, while it is 
classified as a study in merchandising, tends to get into the account- 
ing field. Another study which I haven’t classified as accounting, 
is also developing certain accounting aspects. (You see all of these 
management questions, after all, have a certain relation to account- 
ing. You can’t get away from it; especially if you are interested in 
accounting or have been in the accounting field, more or less.) I 
refer to the question of material control in the founders’ machine 
shops. We have a man at work on this who is primarily an indus- 
trial engineer, but who has had at the same time accounting train- 
ing, and he is finding the question of material control closely relat- 
ed to the accounting problem. These studies will, I think, when they 
are finished, have some bearing on accounting problems. It is cer- 
tainly impossible to separate entirely the question of statistics and 
management from the question of accounting. 
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A RESEARCH PROGRAM 
By J. R. WitpMan, Haskins and Sells 


In submitting this report,* which is largely in the nature of 
suggestions, I ask the indulgence of my colleagues on the Committee, 
who haven’t been consulted, principally because the President wish- 
ed this very pleasant task on me at a time when I had more work 
than I knew how to handle, and very thoughtfully suggested a com- 
mittee of widespread geographical distribution, as follows: Aitken 
of the University of Manitoba, Bailey of Ill., Barlow of Va., Boyd 
of Fla., Budd of the University of Pa., Cox of the University of 
Washington, Day of the University of Denver, Fleck of Southern 
Methodist University, Forbes of Calif., Greer of Ohio State, Heilman 
of Minn., Krebs of Washington University, Martin of Neb., Noble of 
Calif., Reitell of Pittsburgh, Sanders of Harvard, Van Kirk of 
Tulane, Waters of Ga. Tech., Winter of Ia., and Yntema of Chicago. 
I submit for your consideration that that’s a first-class Committee, 
but it has been rather difficult for the Chairman to get in touch with 
such a widespread Committee. Therefore, with apologies to the 
members thereof and the assurance that in all probability they will 
have an opportunity during the next year to do a little more than 
they have had to do during the past year, I will offer this suggested 
basis and outline of a research program in accounting. 

Perhaps, if you don’t object to having the Chairman introduce 
a personal note, he may be able to say something of interest in 
answer to the question as to whether there is any such thing as 
accounting research. I know it has been said that a lot of this 
so-called research work is largely description, that there isn’t any 
research about it, and I presume there are many who would concur 
in the statement that research in accountancy or in the public 
accounting field is absurd and out of the question. I think, per- 
haps, if I take a minute to tell you of some experience which we 
have had in that connection, it may cheer up those of you who are 
interested in and enthusiastic concerning some research work of one 
kind or another. 

About two years ago our firm undertook a somewhat extensive 
*See pp. 128-132. 
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program of research and investigation, with the idea of working out 

a scheme of technical procedure a little more comprehensive and 
sound than, perhaps, we had had in the past. The first subject on 
which we began was cash. We were led to that by reason of the 
fact that fraud has been rampant, as you all know, during the past 
two or three years. Cash irregularities have increased tremendous- 
ly in number and amount and volume, and perhaps cash of all the 
assets is the most easily manipulated and stolen. In working out 
our program in connection with cash, three men of considerable 
experience in the profession met and formulated, out of their own 
experience, a program directed at the verification of cash balances 
and the accuracy of the cash records, all with a view of detecting 
any and all forms of cash irregularities—rather a pretentious under- 
taking, of course. 

After setting up this ideal or theoretical procedure, if you like, 
we then compiled from our own reports about 75 or 80 cases rep- 
resenting actual cash irregularities, giving consideration to the 
manner in which it had been concealed, and the method employed in 
the detection of the irregularity. Having set up our ideal pro- 
cedure out of our own experience, we then proceeded to test these 
cases against that procedure, finding, of course, a number of weak 
spots, which we then corrected and strengthened, finally utilizing 
the resulting procedure as a basis for the work of our organization 
in the verification of cash. 

I offer that to you for your consideration as to whether or not 
that may be regarded as research. It is something more than de- 
scription. It is theory developed out of experience with practical 
cases tested against it, the result being the refinement or perfection 
of that theory to meet the practical cases which are coming up, in 
our case at about the rate of one a week. 

The Chairman has gotten the idea from discussing this subject 
of research with a number of the other members of this Association 
that there is a very definite opportunity for this Association to do 
some constructive and useful work along research lines. I think it 
is generally recognized that the members of the profession who are 
qualified to do the thinking in accounting are too busy and are not 
inclined to give the attention to it which it deserves; and it appears 
to a number of us, at any rate, that the thinking through in the 
subject of accounting must be done by the men in the universities 
who have the time, the inclination, and the qualifications to do this 
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work. And I think I am justified in saying to you that this wil} 
be received—if you do something of this kind—by the profession 
very gratefully and considered a very valuable contribution. 

This program is not the result of research. It really has been 
rather sketchily put together; and it is offered solely with the 
idea that it will, perhaps, get something started, if I may put it 
that way, or constitute some food for thought out of which I am 
sure you will be able to develop something useful. 

The definition for research I have adopted is purely original. I 
haven’t a particle of authority for it. Those of you who are in 
practice know that there are a great many problems, that there 
are a great many mooted questions, and further, that there are a 
great many fallacies floating about, which all result in a great deal 
of confusion. It seems, therefore, that the purpose of research 
in accountng should be, perhaps, to produce data which will make 
for more scientific and more satisfactory accounting. 

I think I should say that so far as the Chairman is concerned, 
his ideas are that the activities of this Association should be pretty 
largely confined to the consideration of accounting as a subject, 
accounting, if you will, as a science. I haven’t found out yet 
whether it is a science or an art, but perhaps that will do as well as 
anything else for the purpose of placing it; and it seems, in the 
humble opinion of the Chairman, that accounting is related on the 
one hand to economics, finance, organization and law, and that, on 
the other hand, it is related to investment, credit, administration 
and management, contracts of operation, business transfers, fiduci 
ary integrity, bankruptcy and receivership, business reorganization, 
government regulation and taxation, and accountancy. 

It seems to me we notice a tendency to emphasize accounting as 
a tool of business or an aid to administration and management, to 
the exclusion of all these other purposes which accounting serves. 
On the other hand there may be a tendency at times to magnify 
the importance of accountancy. I don’t think accountants feel that 
way; and I think we ought to have in mind in our work in the 
universities that there are some other ends in life besides preparing 
men to go into the accounting profession, important as that may be. 
In the list of topics I have tried to give due consideration to all the 
important purposes of accounting. However, it should be made 
clear that I do not consider this list of topics to be at all exhaustive; 
you will doubtless want to add many others. 
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I have attempted to make some little differentiation here between 
inside and outside accounting, if you like. You know, of course, 
that there is a great deal of internal auditing going on, as well as 
that which is performed at the hands of public accountants, if you 
can’t overlook that aspect of it. , 

If there is no objection I would like to comment briefly on a 
number of the topics included in the list. The first topic suggested 
here is “An interpretation of economic theory which will make it 
understandable to accountants.” Every time I’ve had any contact 
or experience with economists I have been told, “You accountants 
don’t know anything about economics,” and finally I have come 
to the conclusion that we don’t. Having read Adam Smith, John 

tuart Mill, Seager, and Ely, and taken three or four courses 
in economics, I am convinced, after talking with some of the 
economists, that I don’t know anything about the subject, and I 
believe that there are some of my associates in the profession who 
would be willing to confess the same ignorance. All joking aside, I 
think it would be a very fine thing it some one would just interpret 
economic theory for the layman and for accountants. 

Then there’s another opportunity, as I see it, in the second ques- 
tion, “An examination and attempted reconciliation of the various 
concepts of capital.” There is confusion almost everywhere you go 
because six or seven different interests are talking about capital and 
each has a different concept. Some one might render useful service 
by reconciling these concepts. 

The third question, perhaps, will be of interest to Professor Bell, 
who said something about the definition of gross profits. The same 
thing is true of net profits. The term “profit” has many different 
meanings, and somebody might well sit down and straighten that 
out. 

Recent developments in the business field have brought into 
existence the so-called finance companies, and they are peculiar 
organizations. They bring with them a lot of problems. They 
have to do, as all of you know probably, with the installment busi- 
ness. I think something might very well be done on that subject. 

“The use of trade acceptances, discounted paper, and hypothe- 
cated accounts, as a means of replenishing working capital,” is, of 
course, a related question. 

The ninth question has more meat in it, perhaps, than is appar- 
ent at first reading. It was discovered in connection with the 
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research work to which I referred a few moments ago, that organiza- 
tion has a very great bearing on the question of cash irregularities, 
and in order to get down to a definite and concrete study of the 
question it was necessary to divide the situations into three dif- 
ferent classes: (1) what might be regarded as the average situation ; 
(2) the worst situation; and (3) the ideal situation—the ideal case 
being one in which the scheme of internal control and check is so 
highly developed so that there is very little opportunity for manip- 
ulation of the records. That is, stealings or abstractions in the ideal 
situation usually result in an open shortage, the detection of which 
requires only the verification of the cash balance, and not the veri- 
fication of the accuracy of the cash records. In the worst situation 
the cashier or custodian, or whoever is responsible for the funds, has 
everything in his own hands. He not only receives cash, but de- 
posits it in the bank, draws the checks while someone else signs 
them, gets money out of the bank, has a mixed fund, cash and checks 
and cash in hand and cash in bank. He keeps the cash book; he 
keeps the customers’ ledger and sends out the statements; he re- 
ceives and enters the invoices; and he keeps the accounts payable 
ledger. It is possible under these conditions for him not only to 
steal but to conceal his stealings with a great deal of ease. The 
average situation is one in which the specifications are in between 
the worst and the ideal. When you are attempting to develop 
auditing procedure in connection with the detection of cash irregu- 
larities, it is very important that the situation should be taken into 
consideration. I have used organization here to represent that 
situation ; the assignment of duties, the internal routine, the system 
of bookkeeping, etc. 

It appears more evident every day that the laws of the various 
states are having more and more bearing on the question of ac- 
counting and accountancy. Incidentally, I won’t undertake to say 
at the moment how many states, but I think something like over 
thirty, already have passed laws providing for the issuance of shares 
without par vaiue. New York State, unfortunately, set the example 
of providing for no-par preferred shares as well as common shares, 
and following the example of New York State many of the other 
states have introduced similar laws. I would not like to get start- 
ed on that subject this afternoon. While it is one of very great 
interest, it would require more time than we have to give it. 

Then there are the questions of false entries in books, uttering 
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false financial statements, and investment of trust funds; and I 
have an idea that there are a dozen more questions which are affect- 
ed by the statutes of the various states. 

And there are also a number of conflicts between law and ac- 
counting, the outstanding one of which is stated capital and stated 
share values. The law apparently permits a corporation having 
shares without par value, under certain circumstances, to do almost 
anything it sees fit with respect to its capital structure. It per- 
mits a corporation to sell shares, get in capital funds, and put some 
of those capital funds in one pot and say, “This is capital.” It 
also permits the corporation to take another part of the capital 
funds, put them in another account, label them “surplus,” and pay 
them out as dividends. Naturally the accountant objects to that 
sort of thing. It is contrary to all the principles of business, as 
I understand them, that dividends be paid out of capital. Never- 
theless, you can find hundreds, literally hundreds, of balance sheets 
where that situation exists in the set-up of the capital structure. 
The law permits it. It’s contrary to good economics and good 
accounting; so there you have a conflict which permits of a good 
deal of investigation and discussion. 

Now I don’t have any idea that this Association is going to solve 
all the problems which exist, but I do think that pronouncements 
by this Association, going out with the stamp of authority which 
this Association may place upon such statements, are going to have 
a very great influence in the business field in guiding and helping 
business men to do these things in a little better way than many of 
them are doing them now. 

Perhaps you haven’t as much idea as I may have of the desire 
on the part of business men to improve their accounting, their 
eagerness for information. Scarcely a day passes that some client 
or some business man isn’t seeking information with respect to 
accounting. They devour the literature which is given to them, and 
I am sure that any literature put out by this Association would 
help a lot of these men to think straight. About the only literature 
they have are the opinions expressed by various authors in textbooks 
and similar books; and I doubt if many of these books have been 
written after the long and serious study and consideration of these 
things about which we have been writing which is desirable. Of 
course, I am guilty myself, and I apologize for it. I am not sure 
that any of us have any business to write any books until we get to 
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be sixty or sixty-five years old, or, at least, until we have spent a 
life investigating the subject on which we are attempting to write. 

I recall last year, I think, that Professor Paton—not in these 
words, of course—said that there was a great deal of trash on the 
market. There is a great deal of trash, when you think about this 
think seriously. We sit down and write just about what comes into 
our minds, just what we are thinking at the moment, and some of it 
is straight and some of it is crooked. 

Take, for example, this mooted question which was up this 
morning for consideration, the valuation of inventories. You could 
write a 500-page book on that subject after you had spent several 
years investigating it, which would be authorative. But instead 
we all rush in and dash off textbooks and other books on the valua- 
tion of inventories, when we really know very little about the sub- 
ject. Is it not clear that research should have a very definite place 
in the activities of this Association, if we are to do something really 
worth while? 

I said last night to some of the men that this recent experimental 
publication of ours which has come out is a very excellent piece of 
work. It represents a great deal of pretty careful thought; and I 
think there is an opportunity to carry on that kind of work, that is, 
the publication of the results of the investigations of this Associa- 
tion. However, I would like to see this writing, a good deal of it, 
done after a good deal more investigation than we have had in the 
past. 

You will see probably, in looking over these questions, that the 
topics themselves do follow a little bit the related subjects set out 
in the summary. They begin with economics and finance and or- 
ganization and law, and then follow the other subjects on the other 
side. After the conclusion of the topics relating to law, we have, 
“What is the nature and extent of information which owners of 
businesses and investors in securities should have in order to exer- 
cise intelligent judgment concerning their investments?” Now there 
is a little different angle, you see, from that represented by the point 
of view of management and administration. I admit that manage- 
ment should take into consideration the kind of information which 
the investor should have, but I think there is an opportunity to 
approach the question also from the investor's point of view. 

I had the opportunity about six weeks ago of going through one 
of these big service organizations which compile statistical data 
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and issue manuals, and I was told that they have a department giv- 
ing its entire time to advising banks, executors, trustees, and in- 
dividual investors as to their holdings, their i nvestments—the 
character of them and the matter of keeping the list balanced, and 
one thing and another of that kind. I was amazed to be told that 
the concern had 3,000 clients of this kind. I wouldn’t have believed 
it was possible. I supposed that some of these investment coun- 
selors, whose advertisements you see, might have a few clients, but it 
never occurred to me that one of these statistical organizations 
would have such a department, and much less that they would have 
3,000 clients of that character. 

Another topic which is of pretty vital interest to public ac- 
countants is the question of the normal return on invested capital 
in various lines of business. That always pops up the first thing 
when you meet the question of valuing good will. If you would 
like to render some service to accountancy please investigate that 
question. It won’t involve more than five years, probably, to get a 
satisfactory answer to it. 

Then next we have with us our old friend, turnover, the average 
turnover of capital in various lines of business, which is another 
factor necessary to be taken into consideration in connection with 
the valuation of goodwill. 

Question 19 I expect will start some one. “What constitutes a 
rational relationship between working and non-working capital?” 
It seems to me that there may be some rational relationship there 
of a rather definite character, and I am not sure but that that is 
one of the best topics on this mediocre list. 

“What is the significance of capital surplus; how long must a 
capital surplus item remain on the balance sheet; and how may it 
be disposed of?” That was suggested by an experience which came 
up in practice during the last two or three weeks, where a certain 
client in considering a number of questions preparatory to the 
annual closing, and the preparation of published statements, sub- 
mitted certain questions. A subsidiary company, owning certain 
property, appreciated the property, wrote the property up by 
$9,000,000 and credited that amount to surplus, declared a stock 
dividend, and turned the capital stock representing the dividend 
over to the parent company. The parent company took the stock 
up as an investment and credited it to an account called “De- 
preciation of Capital Stocks of Subsidiary Companies.” Don’t 
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ask me why; I am telling you what the facts are. When the two 
balance sheets were put together in consolidation, the investments 
and the capital stock balanced, and left the property accounts with 
a $9,000,000 appreciation on the asset side and this reserve for 
depreciation of capital stocks in underlying companies. They 
didn’t like the looks of that reserve, so in the published statement 
they offset it against the property accounts. 

Now it appears that the subsidiary is depreciating the physical 
property on the appreciated value, and gradually that credit to 
surplus, which originally was capital surplus, is going to be re- 
covered out of earnings through the charges for depreciation. So 
we have an awkward credit coming up in the operating statement 
for the current year, which is a little bit embarrassing because 
this is a pretty good year and we don’t want the earnings to be 
too high for certain purposes. (I say “we”, I don’t mean the ac- 
countants, I am speaking in the language of the client.) This 
problem naturally starts a discussion; and after thinking about it 
the comptroller and one of the other officials of the corporation 
decided that a good way to handle that reserve would be to throw 
it back into surplus and then make some appropriations out of sur- 
plus for various purposes. (You see it would be very embarrassing 
to have this credit coming along all the time, because after a time 
the physical property is going to disappear through depreciation 
charges and this credit will keep coming up, depreciation of ap- 
preciation on property already retired recovered out of earnings 
through the charge for depreciation.) 

The specific proposal of the officers might be put rather crudely 
as follows: “We would like to throw this reserve for depreciation 
back into surplus and then appropriate some of it for obsolescence 
of general plant property; and we would like to take another section 
of this reserve and write off some of our goodwill against it, put it 
up in a reserve for amortization of goodwill; and we would like to 
take another fair-sized amount and credit it to a reserve for pen- 
sions; and we would like to put the remainder in the reserve for 
contingencies.” 

Now, of course, that is intended to be more or less amusing, and 
all that sort of thing, but it really does raise this question, which is 
bothering a great many persons, namely, what should be done with 
a credit to capital surplus, if you like to call it that? Must it stay 
there forever or may something be done with it as it is recovered 
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out of earnings (in the case of appreciation)? There are a lot of 
different angles to this problem which merit investigation. 

Question 21 probably will give some of you another shock: “Is 
treasury stock ever shown correctly as an asset, or should it be 
deducted from capital stock outstanding?” There is a good deal 
of a “kick”, if I may be permitted that expression, in that question. 
It looks very simple on its face; but there is a great deal involved 
below the surface. 

“A convincing argument in favor of a sound form of balance 
sheet set-up to express properly the capital structure of a corpora- 
tion.” I daresay you can get 500 different set-ups for capital 
structure, and I think it would help a lot to have some organization 
like this come out with a convincing argument in favor of a sane 
set-up which would reflect the facts with regard to the capital 
structure. 

A lot of these questions are conventional questions, of course. 
Question 25 is rather an interesting topic, “A discussion of land 
trust certificates, their uses and the problems which arise in con- 
nection therewith ;” and I may say that this topic represents an 
entirely new type of problem. 

“What proportion of income properly may be devoted to expense 
for interest?” is another very innocent appearing question which 
involves a lot of study of the factors which enter into the control 
and safeguarding of funds. 

Of course, I realize that a great many of the well known ques- 
tions have been omitted from this list of topics. I have said very 
little on the subject of inventories, nothing further than “The 
relative advantages from a practical point of view, of perpetual 
inventories as compared with physical inventories taken only at time 
of closing books.” 

The next one is intended to be of use to Mr. Hoover in his 
elimination of waste propaganda: “Some ways in which accounting 
data are used or may serve as a basis for judging efficiency.” These 
are words which we get off glibly, “judging efficiency,” but some- 
body ought to get down to brass tacks and point out to us just how 
accounting data serve in passing judgment on efficiency—give a 
few concrete illustrations instead of dealing in so many generalities. 

“A brief but comprehensive discussion of budgeting for the pur- 


pose of acquainting business men with the subject,” also some 
accountants. 
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“A discussion of accounting and the use of accounting data in 
developing business projects and estimating capital requirements,” 
which is also related to the next question which has to deal with 
forecasting. Mr. Littleton has done quite a good deal of thinking on 
that subject, as indicated by his interesting paper this afternoon, 
and some things, I think, which most of us have heard him say. 

“The need for consideration of precise accounting terminology 
in the preparation of business contracts.” I have personally had 
two experiences within the last two years wherein it was impossible 
for two parties to have a settlement under the contract except on 
the basis of equity, because the terminology of the contract was past 
all understanding; it was absolutely impossible to interpret it. 
They were both lawyer’s contracts, both involving large sums of 
money. One was settled on an equity basis, the other never was 
settled. The parties have decided not to try to settle it, to forget 
the past and have a new contract drawn, in connection with which 
the accountants will be consulted to make sure that they understand 
the contract, so that they may render an auditing service later on 
under the terms of the contract. 

Taken by and large, probably the greatest service to accountancy 
would be one of furnishing comparative statistics, much as Littleton 
has suggested, dealing with various phases of capital utilization and 
operating procedure, because accountants frequently are called upon 
to value goodwill, to value other assets, and to make computations 
which require some basic standard with which to compare. I really 
believe that would be a very useful contribution. 

“A study of various lines of business with respect to fiscal clos- 
ings, taking into consideration seasonal activities, in relation to 
inventory requirements, borrowings, etc.; in other words, as to what 
should be the natural business year for each line of business.” 
Now, speaking from the standpoint of the profession, that’s a selfish 
topic. I don’t undertake to say that some other good wouldn’t 
come out of it, but public accountants whose heavy work falls dur- 
ing this season would welcome some scheme that would result in 
spreading more of the work over the entire year. It is thought by 
some that if the various lines might be convinced of the desirability 
of changing their fiscal year so as to close their books at a time 
when their activities—inventories, borrowings, etc—were lightest, 
a great deal of this burden which focuses on the first three months 
of the calendar year would be lifted. 
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Question 47 bears on a question which Prof. Himmelblau raised 
two years ago, or was it last year, on some cases in which account- 
ants have served as expert witnesses. The case to which I referred a 
few moments ago had another question, this one with respect to 
bonuses. It is a very practical and serious question as to whether 
bonuses should be charged against the salary account or charged 
against surplus. That sounds like an innocent question, of course, 
but in an organization of the nature of quasi-public corporations it 
sometimes makes a good deal of difference where these charges are 
made. If they want to reduce their net earnings they charge them 
above the line as salaries; if they want to preserve their net earnings 
and have them as high as possible, they can charge these bonuses 
against surplus. Now this question arises time and time again in 
the engagements of public accountants. It’s bound up with profit 
sharing. Probably it makes some difference whether it is strictly 
a bonus scheme or whether it is a profit-sharing scheme as to where 
the charge is made. 

“A study of stock exchanges and other exchanges of similar 
character as to requirements which involve accounting for listing 
or reporting.” Perhaps some of you may be interested to hear that 
the stock exchanges are beginning to tighten up on corporations 
whose stocks they list. They require a certain form of statement 
in the application for a listing, and they require these corporations 
to submit their published annual statements in the same form as 
the statements appearing in the application for listing. I daresay 
that will be news to some of you, because it indicates a new de- 
velopment, a new phase of control over the affairs of business. 
Now fancy a corporation, the stock of which is listed on the Ex- 
change, that can’t, without getting the permission of the Exchange, 
depart from the form in which the financial statements were sub- 
mitted in the application for listing. That’s a fact and not a 
fiction, at least with respect to the New York Stock Exchange. I 
don’t know to what extent it has spread over the country. 

This suggested outline is submitted to you to discuss without 
gloves. Say anything you want to about it. All that I ask is that 
you will do something about it after the discussion is over. I hope 
I haven’t wished too much of a job on the new Chairman of the 
Committee on Research. I think you all ought to get back of this 
thing and help it along. I think you ought to submit additional 
topics, and submit them in writing and make them clearer than 
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some of these, because if some topic is assigned to a man down in 
Texas, who hasn’t seen the person who suggested the topic or talked 
with him, he may have some difficulty in getting started because he 
won’t know just what it is all about. 


DISCUSSION 


W. S. Kress, Washington University: I think there is probably a great 
deal that this organization can do along these lines, possibly that we can do 
better and more satisfactorily than the other accounting societies. I have 
the feeling, as I know Mr. Wildman has, that the American Institute of 
Accountants and other professional organizations, although they are interested 
in these things, are not as much interested in this kind of work, in this type 
of research, as they are in some of the other things that he has mentioned 
which can better be done on the inside of the public accountant’s office. 
Undoubtedly some kinds of accounting research cannot be done by men in 
universities who are not connected with the large public accounting concerns. 
These concerns, it must be remembered, have records covering every state 
in the Union and hundreds of audits, thousands of audits, covering many 
years, of corporations of the very largest type down to the very small company. 
And with respect to certain types of research it would be obviously foolish for 
us to enter into comyetition with such concerns. I am convinced, however, 
that there is another type of research which we can go into at which we can 
do a good job, which wouldn’t be of interest to the men who are devoting their 
entire energies to public accounting practice. 

The question, of course, that Mr. Wildman and others have suggested, as 
to just what is research, is an important one. There are at least four phases 
of the question of research. The first phase, as I see it, has to do with the 
thing that Mr. Wildman has just done, the digging up of the various types of 
things that can be done. The second phase would have to do with the provid- 
ing of methods of going about this research, and the machinery which would 
be used in determining the types of information that we were to go after. 
The third phase of research would have to do with the gathering of the data. 
The fourth and most important phase of all would have to do with the inter- 
pretation of these data, the sifting and analysis of the facts, and the reaching 
of definite conclusions which could be used by men in accounting practice, 
by managers of corporations, by investors, etc., in order that they might 
guide themselves in carrying on their activities in the best possible manner. 

There are a large number of topics here in which I am very much inter- 
ested. I think Mr. Wildman is to be congratulated for gathering together all 
of this information, and I can say that because, although I am a member 
of the Committee, I had absolutely nothing to do with putting the report 
together. 

T. H. Sanvers, Harvard University: I should like to remark, if I might, 
Mr. Chairman, upon the apparent comparative absence of one group of re- 
search questions, namely, those connected with cost accounting I think that 
a considerable number of topics might be added from that field; and that on 
the front page, in discussing the relationships of accounting with other sub- 
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jects in connection with cost accounting, I would suggest that you list 
engineering, because undoubtedly engineers sometimes use cost data in a 
rather rough and ready fashion in making estimates. 

W. J. Goaain, Boston University: I would like to ask a question. Who is 
to do this research? Is this a report of a committee which the Association is 
to take up, is this research work as individual members, or are we planning 
something for our students to do? 

Mr. WitpMAN: The present chairman isn’t in a position an answer that 
question definitely. These appointments as committee heads I understand are 
from year to year, and the term of the present chairman will expire tomorrow 
sometime; so that I can only offer a suggestion as to what might be done. I 
think that this list of topics, supplemented by a hundred or two more, which 
it is hoped will be turned in before the close of the sessions to-morrow, might 
be sent first to the members of the new Committee on Research, each of whom 
might be asked to take one topic, and become responsible for the investigation. 
The remaining topics might then be assigned to other members of the Associa- 
tion or to graduate students. I think it is only fair to say that some of 
these topics could not be investigated satisfactorily by a graduate student 
in one year; and of course some discrimination should be used in assigning 
the topics to see that they fall into the hands of men who are qualified to 
investigate them, and who have the time to investigate them. 

PRESIDENT KesTER: Inasmuch as this is a committee report and should 
be discussed by the Association as a whole, I would like, if it meets with the 
approval of the Chairman, just to lay this report before you this afternoon 
and get your reaction on it as a proposition. Mr. Wildman is a little diffi- 
dent about laying down a definite program of procedure as to how it may be 
carried out, assuming that this is a desirable activity from the standpoint 
of the Association, but he has at least suggested how these various topics 
may be parceled out. It may be that the whole matter of procedure should 
be turned over to the Committee on Research for study and development 
during the coming year; but this is also a matter open for discussion. 

There will be brought up to-morrow—I think probably we won’t get to 
it to-day—a report of the Committee on Publications. The general hope and 
plan is that we as an Association may gradually work into the publication of 
a quarterly. It seems to me that these two things, the program of research 
and the program of publication, are almost inextricably interwoven; that 
you can’t carry out a program of research without having some general 
medium through which publicity can be given to the results of research. 
With these two things in mind I wish you would enter very freely into the 
the discussion of this research program. 

J. J. ReieHarpD, University of Minnesota: I wonder if I might add a few 
comments on this matter of accounting research. As I look over my copy 
of the suggested topics, I find that they roughly fall into three classes. In 
the first place there are problems dealing with definition and theory. Of 
course you can’t have theory without definition, and to my mind there is no 
research there because the process of arriving at any conclusion is inductive. 
Second, I find a group of problems which involve attempts to establish stan- 
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dards, just as the other professions have standards, with respect to turnovers, 
ratios, profits, etc. These are largely statistical problems. You also have, 
of course, involved in the problems of standards, the matter of theory. How 
are we going to measure these standards? A third class of problems included 
are those which to my mind might be described as representing attempts to 
find out what is done in the business field in regard to accounting methods 
and the effect of accounting methods on the business man. 


Now I don’t think that much can be done by this Association in the 
research field along the line of the first class of problems, that is, definition 
and theory, except perhaps to be the means of inspiring some initiative in 
this field and publishing results. As to the second group, I believe that such 
investigations are in general too expensive to be within the province of this 
organization. Certainly anyone who has had any experience in the gathering 
of statistical data along accounting lines, knows that the cost is a serious 
factor. With respect to the third field, it seems to me that data could be 
gathered by graduate students and others who are in contact with organiza- 
tions who are in a position to furnish data, and that a means could be devised 
for publishing the studies. 

I believe that one of the characteristics of any field of knowledge that 
can class itself in the professional status, is the existence of machinery for 
the exchange of information (information in the sense of actual knowledge), 
and in that field the accounting profession is woefully weak. There is no 
organization for the dissemination of factual data in relation to accounting 
and its effects in business organization; and I think we could make a begin- 
ning. I should prefer that it would be a small beginning, because I think a 
small beginning has greater promise of success than one which runs the 
danger of being overextended; but I firmly believe that some accounting 
organization should do something of this kind, and I hope that this organiza- 
tion will get back of a sound program. Perhaps if we concentrate on one 
field or one type of problem we can actually begin to do something in a 
productive way which will be of interest not only from the pedagogical and 
academic point of view, but will begin to give the Association recognition in 
the accounting profession itself. 

E. J. Frrpey, University of Illinois: I would like to suggest that there 
seems to be no good reason why we cannot undertake the beginning of this 
research very well this coming year and proceed with it each successive year. 
The carrying on of this investigation evidently will have to be done by our- 
selves as individuals or by other individuals under our direction. It has 
already been suggested that the most fruitful source of workers for most of 
us is the men who are doing graduate work in accounting. It happens that 
No. 45 in Mr. Wildman’s list is almost precisely the topic of one of our 
master’s theses for this year. I presume the experience of all of you who 
are conducting graduate work is the same as that of us at Illinois, namely, 
that unless you do jot down the topics that you think are worth investigating 
at the time they come to your mind, when a graduate student comes to you for 
a topic you are very slow to think of one that meets with both his approval 
and your own. I very heartily welcome this list of subjects as possible 
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subjects for master’s theses, and I haven’t any doubt that some of these will 
be made use of by a number of our students in other years. 


I think this program of research is right in line with what I suggested to 
one of our recent presidents at the time we were making up our annual pro- 
gram. At that time I expressed substantially the general thought that Mr, 
Wildman has expressed this afternoon, namely, that this group of educators 
who are doing a considerable amount of thinking along accounting lines, and 
most of whom are doing also a certain amount of practice, are really better 
fitted to serve the subject of accounting and the profession of accountancy 
in the way of productive research and contribution to applied economic 
theory, than are a great majority of the men whose principal work lies in 
the practice of accountancy rather than in the teaching of it. 


As to the practical value of this program, if I am not taking up too much 
time I should like to give one thought resulting from recent observation. I 
notice that one of the topics suggested involves the question of the informa- 
tion that an investor should have and also that a bond house should have in 
regard to an issue of securities before the bond house should put it on the 
market or the individual investor should invest in it. Topic 41, also, “The 
standardization of financial statements which are required by the govern- 
ment and governmental agencies,” bears upon this matter. In brief, one of 
our staff—it was not myself—was doing some work for one of the larger 
corporations of our rather small pair of cities; and after he had made up 
the report, it was sent on to Chicago to an investment house which was 
about to float a stock issue for this corporation. The investment house 
promptly sent back the report and said that that wasn’t a satisfactory report 
upon which any stock could be sold in the corporation, and that the account- 
ant would have to shake it up a great deal before it would be of any value. 
The accountant refused to modify the report because he said the report was 
fully in accord with the facts, although they did indicate that the stock 
would not be a good investment at the present time. Well, the report was 
sent on to the bonding investment house once more, and the next thing we 
knew someone had dressed up the statements, had got the report through 
the “Blue Sky Department” at Springfield, and shortly we saw advertise- 
ments in all the local banks of “an attractive investment of 7% stock in a 
certain local company.” Within twelve months the company went into the 
hands of a receiver and was sold out at a very great loss to old investors as 
well as new. 


It seems to me that this concrete case emphasizes the necessity for further 
investigation of and control of statements designed to furnish information on 
which investment commitments may be made; and it seems to me that 
recommendations based upon careful study could very properly come from 
a group of accountants such as those who are members of this Association. 


F. H. ELWELL, University of Wisconsin: Another angle of this matter that 
I would like to bring to your attention is one that relates to my committee 
report to-morrow on codperation of state societies. It occurs to me it is 
possible and quite likely that many state societies would welcome the co- 
Operation of the accounting instructors in digging into some of these problems. 
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For example, the question suggested dealing with finance companies brings 
ap a point we are working on in Wisconsin as a state seciety of certified 
public accountants in codperation with the Tax Commission, as to just what 
constitutes current profits in a so-called finance company. We have tried to 
get all the possible information on this topic over the country, but we would 
like to get still more. If any of you have any good ideas I am sure I would 
like to go back with a pocketful. Undoubtedly as Mr. Wildman has said, 
many practictioners are anxious and eager for service, and I am sure there 
is a point of contact we can well take advantage of, and I think we would be 
negligent if we did not follow it up. 


Mr. WirtpMAN: Quite a live question in connection with finance com- 
panies is the matter of provision for losses. There is a great diversity of 
practice with respect to this point. We don’t have any basic standards as 
yet, because this whole thing is so new that many companies haven’t yet 
had sufficient experience to develop a basis for setting up their provision for 
losses. 


G. S. Cremer, College of the City of New York: A short time ago Mr. 
Wildman stated that accounting is of great value for many other purposes 
than preparation for public accounting practice. In line with that, and the 
statement just made as to codperation with other accounting societies, I might 
suggest that codperation with other societies than accounting societies would 
be of profit. For example, the accounting section of the American Gas Associa- 
tion this year brought out a report allied to topic No. 41 on the standardization 
of financial statements. They also covered in that same report topic No. 50, a 
study of the requirements of the stock exchange. The National Electric Light 
Association, also, is planning this year to bring out a report which will cover 
No. 41. I see here on this list a number of things which these two associations 
are planning to cover in the near future. Codperation with them might help 
in the gathering of information. 


PRESIDENT Kester: May I say just this additional word? I think I am 
in substantial accord with what Mr. Reighard had to say with regard to the 
character of these and other suggested topics which we have been pleased 
to call topics of research. Without attempting to split hairs as to what is a 
research topic and what is not, I think you will agree with me that investiga- 
tion along the lines suggested by these various topics here will at least be 
stimulating, and whether all of this is research, or may better be classified 
as something else. That is, what we are after is stimuiation towards inves- 
tigation, rather than what some of the Ph. D.s might call research work, 
strictly speaking. 

I think another point that should be mentioned is that in any program of 
research that will be fostered by this Association, the Association, as I view 
the thing, will not be called upon to put its stamp of approval on the results 
obtained. This organization is simpiy the medium through which research 
should be carried on. It seems to me we couldn’t do anything else. Any 
attempt to bring in the reports of research investigations and secure general 
approval so that they would go out with the official backing of an organiza- 
tion of this sort, would surely not be expedient, if possible. But I believe 
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that we can develop and encourage research. As Mr. Reighard suggested, I 
think we should begin in a small way and feel our ground as we go along. 
The incoming president, I think, will have as one of his most serious jobs the 
picking of this research committee, because undoubtedly the program must 
be worked out through that committee, as I see it. 


A. J. Bartow, University of Virginia: I read some time ago in the paper 
that the day of the invention is practically passing, now that inventions are 
produced by the experimental organizations of large corporations. It seems 
to me in connection with the program of research that it would be well if 
each institution, where there are graduate students who are engaged in 
writing theses or papers on accounting subjects, would file with the chairman 
of the research committee a statement to that effect and then later file the 
paper. The same subject might be worked upon the same year by a half 
dozen different students in various universities throughout the country, and 
if these papers when completed were filed with the research committee and 
possibly turned over to some of the experts in this Association, a product 
might be produced which would be a credit to the entire Association, without 
taking any credit from the individual institution or the individual student, 
or any professor who had a hand in the matter. 


A MESSAGE FROM THE AMERICAN INSTITUTE 


By W. H. West, President, American Institute of Accountants 


It is a very great pleasure to me to be here to meet with you this 
morning. I feel that I have been done a favor in being asked to be 
here. It’s a long time since I have faced any teachers of any kind. 
My school-boy days are so far back in the distance that I can 
scarcely remember them, except the feeling that I used to have when 
I faced professors. That was one thing I dreaded, because I was 
afraid I wasn’t going to come up to the mark. I am not entirely 
without that feeling right now. 

Your chairman has mentioned the fact that he didn’t know just 
how John Wildman and I had arranged this representation. I can 
tell you. John Wildman is the representative and he is going to 
do the talking for the Institute. However, there are first one or two 
things I would like to say. 

Of course the Institute must be, of necessity, and is, of its own 
volition, interested in the work that you are doing; for among the 
fundamental purposes of the Institution are two, the advance- 
ment of the science of accountancy and the development and im- 
provement of education in accountancy. Your efforts, accordingly, 
ought to receive our cordial and complete support, and I believe I 
can say that we have the desire to give you such support. The 
extent to which we are living up to this desire is another matter. I 
am satisfied that we are not doing in this regard as well as we ought 
to, although I think this may be largely due to the fact that we 
don’t know how to approach the problem of coédperation. We have 
a Committee on Education, as you know, of which Mr. Wildman is 
the chairman, and I think every member of the committee of five is 
a member of your association. Thus in this committee we have a 
very definite and good working contact with your Association. You 
will doubtless hear later of the aims and of the program of this com- 
mnittee. 

There is one thing I would like to speak of particularly, a matter 
which has a relation to the advancement of the science of accoun- 
tancy, and that is our library, of which you, no doubt, all know. 
Some years ago we gave an invitation to the members of your 
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Association to use this library and probably many of you have used 
it to some extent. I wish to renew that invitation at this time. 
We want all of you—non-members of the Institute as well as mem- 
bers— to feel welcome to use our library to the utmost. I realize 
that it isn’t very easy for the man who is not in the City of New 
York to avail himself of this privilege; but we will make it easy for 
you if we can. We have an index that covers all of the matter that 
is in the library; that is to say, all matter except the recent acquisi- 
tions which have not yet been covered by the index. Further, the 
Committee on Endowment, who administer the affairs of the library, 
have given instructions to our librarian to acquire every publication 
—every book, every pamphlet, every article——that is written on 
accountancy or related subjects and place them on our shelves so 
they may be available. This means that with our system of index- 
ing,—by subject, author, publication, etc.,—we are readily able to 
find anything that is published which you may ask for. And let 
me say again that we would like to have you ask for these publica- 
tions, if you feel you would like to review them or see them, or use 
them just as though you were members of the Institute. You can 
do that by ‘phone, by telegraph, or by letter, and we believe we can 
give you a ready response in any event. 

In the City the students of the two Universities are accustomed 
to use the library, particularly around examination time; and they 
are very welcome. It may be that we can in some way arrange to 
have the students of the schools outside of the City, through some 
plan which you may perhaps suggest, make the same use of the 
library—possibly by making their requests through you men. 

Most of the material in the library is available for circulation. 
Some of it, being purely reference sets and publications that have 
been given to us with the provision that they should be held as 
reference sets, naturally has to remain on the shelves; but the great 
bulk of the material is available for use in circulation. Certainly 
there is no point in having a library if it cannot be used. The idea 
of the founders of the endowment was not so much to serve merely 
the members of the Institute, but to serve the profession generally 
and to advance the science of accountancy, Consequently they 
would be the last to want to have the use of the library restricted in 
any way. I might add that the library is supported by a foundation 
and endowment which amounts to very nearly a quarter of a 
million dollars, the income of which is used entirely for operating, 
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maintaining, and expanding the library and the scope of its use. 

As I have said before, I am here in a sort of informal status. 
Mr. Wildman is the designated representative of the Institute at 
this meeting, and I am sure he will be glad to dicuss further the 
matter of the way in which we may be able to serve you, and your 
students. I want to assure you again of our real desire to be of 
service. 


DISCUSSION 

J. T. Mappen, New York University: Mr. West mentioned the services of 
the library of The Institute. I would like to add that I am sure that -if any 
of you have had the opportunity of asking information of Miss Miltmore, the 
librarian, you have found that she was only too willing and giad to be of 
assistance. I recall that one one occasion I found certain documents in the 
library of the Institute relating to the Bankruptcy and Railroad Transporta- 
tion Act of Great Britain, which I wanted to get hold of, and which I had 
been unable to obtain either from the U. S. Department of Commerce or the 
Library of Congress. This indicated to me the thorough manner in which the 
librarian is carrying out the instruction of the Board of Trustees of the 
library. 
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A BUREAU FOR PLACING JUNIOR ACCOUNTANTS 
By Warren W. Nisstey, Arthur Young & Company 


About two years ago, I believe, Dean Madden said that there 
were some statistics which showed that the number of men gradua- 
ting from accounting schools, and from the accounting courses of 
colleges and universities, who were going into public account. 
ing practice, and staying ‘there, was becoming less each year—or, at 
any rate, that the percentage was becoming less each year. That 
statement more or less confirmed my own suspicion. Further, from 
a limited contact with the people who have been coming into public 
accounting recently, I have come to believe that the men we are now 
getting are not very satisfactory to us on the average. I believe 
that the accounting profession wants a type of men as their 
junior assistants who have a broader basic education than those we 
have been getting. 

Now I don’t know just what type of schools you gentlemen come 
from, and I don’t know very much about schools anyhow. I was 
told recently that most of the members of this Association are con- 
nected with what I take to be graduate schools of business adminis- 
tration. I see some of you shaking your heads, and I suppose that 
that is not entirely true. At any event, you are men who are teach- 
ing young men who are presumably interested in the accounting 
field as a whole, and, of course, public accounting is a branch of 
accounting. And, as I understand it, most of your graduates go 
into private corporations in an accounting capacity rather than 
into the offices of public accountants. What is the explanation? 
I do not believe that it lies in any lack of opportunities in public 
accounting. We feel that the opportunities offered in the public 
accountant’s office to young men who are adapted to the work are 
second to none. A number of prominent bankers have told me 
recently that they consider work in public accounting to be the best 
supplementary education that a young man can acquire as a pre 
liminary to entry into business. In general, I think that the 
experience of those who have come into public accounting with the 
proper qualifications will bear that out. I believe Dean Madden 
told me that his statistics indicated that the men who came into 
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public accounting were not properly rewarded as to initial salary, 
advancement, etc. It is my own impression that if this is the case 
it is due to the fact that they are not the proper kind of men. Un- 
doubtedly there has been a tendency for men to drift into public 
accounting who are somewhat unsuccessful in other lines of en- 
deavor. 

In my own firm we have had a recent experience with graduates 
of some of the schools, including a number of men from the Wharton 
School, who seem to think they don’t like public accounting very 
well. In fact they appear not to like accounting at all. Of course, 
for that particular type we can do nothing. If they don’t like 
accounting, the sooner they get out the better; and we have told 
them so. I don’t know what the legal profession and the medical 
profession do to sift out the men who are taking training along 
these lines who are not going to like the work when they get out. 
If they have any system I think it might be a good idea if we could 
adopt it in the accounting profession. In other words, men who 
graduate from an accounting school should have some liking for 
accounting. At any rate I should say there is no hope for them 
if they haven’t a genuine liking for the subject and a sincere desire 
to take up the work after graduation. 

I realize that one reason more of the capable men have 
not entered the employ of public accountants is because we have 
not made it particularly easy for them to enter the field. There is 
still a great deal of prejudice among accountants against the green 
college graduate. Many such graduates have not even had book- 
keeping experience, and naturally this makes them less valuable at 
the outset. 

When I first began to discuss my theory to the effect that a 
broader general education, in addition to adequate technical 
preparation, is to be desired for the man planning to enter the public 
accounting field, some very prominent accountants told me there 
would be no interest in this subject, that the firms did not want men 
of the type I had in mind. In our own firm, however, we had found 
from experience that such men are precisely the kind of men we 
want; and as I wasn’t convinced they were right, I followed the 
matter up a little further, and I may say that at the present time 
there is quite a group of accounting firms in New York City who 
have evinced a very decided interest in the man with the broad 
training. I hope and believe that this attitude may spread through- 
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out the accounting profession. It seems to me very clear that you 
cannot develop a man to the point where he is to be of very much 
long-run value in our field unless he has had a broad foundation. 
You can teach a man the fundamentals of accounting per se in a 
business school or in a vocational accounting school in about six 
months, I believe; and after such training he may be a good 
junior. But he will find it difficult to go very far, if that’s 
all the education he has; and for my part I don’t think that’s 
the kind of young man we want. Of course, I suppose we can 
always make use of some juniors who are willing to remain as 
juniors; but in general I should say that it is better for us to have 
a stream of people going through our offices all of whom are capable 
of development. This, I should say, is clearly to our interest, and 
it should be remembered that those who can’t find satisfactory places 
in public accounting at the top will always find plenty of openings 
in private corporations. 

The firms interested in this project have had a number of 
meetings. The difficult thing has been to devise some machinery to 
translate our thought into action. How can we secure more young 
men with a broad general education and with such accounting 
education as may be had without the sacrifice of the broad basic 
training? Assuming that such men are or may be available the 
problem as we see it is to develop some means which will permit 
us to employ these men on a basis that will assure them of regular 
and continuous positions, rather than the intermittent and ir- 
regular employment which is almost sure to lead to dissatisfaction 
and discouragement. Of course, the logical body to handle this 
matter is the American Institute of Accountants. The difficulty in 
the past has probably been that the American Institute of Ac- 
countants as such has had no openings for young men. They, as 
an Institute, have no jobs available. But the President of the 
Institute and the other members of the Executive Committee are 
interested in this subject, and we hope that they will see some means 
to establish a bureau which, with the cooperation of individual 
members, can accomplish this object. 

We don’t know yet whether this will prove to be practical. I 
think, however, that you gentlemen can confidently expect that 
there will be some such arrangement made in the immediate future, 
either by the American Institute, or, if that is not practicable, in 
some other way that is. I believe there will shortly be a bureau 
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established in New York City for the purpose of absorbing a number 
of men each year on a basis which may be described as a guarantee 
of employment, if they are satisfied in the accounting world, for 
three years at a stipulated salary. Tentatively we have discussed 
$125 a month for the first year, $150 a month for the second year, 
and $175 a month for the third year, as a possible basis of compensa- 
tion. The conditions, of course, have not yet been settled. But 
’ we do hope to produce a machine which will absorb these young men 
in a definite way and so they will stay absorbed, if they are suitable. 
Of course, if they are not suitable, if they don’t like accounting, we 
can’t be expected to keep them and they can’t expect to stay. 

We propose also to undertake a certain amount of propaganda 
among students to tell them something about public accounting. 
As near as I can ascertain from superficial inquiries, young men 
are guided away from public accounting in practically all the 
schools. If the student asks his professor if he should go out as a 
public accountant, the professor says, “Can you do anything else?” 
And if the candidate says that he can the teacher is likely to warn 
him away from public accounting. I don’t think that that feeling 
should be one that should exist. As I said at the beginning, I think 
a young man has as much opportunity in the public accounting field 
today as in any other profession. I believe that there is a 
greater percentage of public accountants in this country who are 
making over $50,000 a year than the percentage of lawyers who are 
similarly rewarded, and I also believe that there is a greater 
percentage of the public accountants in private practice making a 
comfortable living than the percentage of lawyers who are doing 
the same. That is not supported by any statistics; that’s my own 
feeling. Of course, a young man shouldn’t expect to make $50,000 
a year, or anything like it, but he may hope to do so. There are 
people doing it, a number of them. 

This propaganda which we expect to put out should presumably 
be sent to all the students in certain colleges, or perhaps, to such 
as may be interested. It is not our plan to hold forth glowing and 
exaggerated prospects, as might perhaps be implied from what I 
just said. What we have in mind is rather an attempt to show 
precisely what the character of the work is, the difficulties that have 
to be faced, and to hold out the hope of final success for those who 
are adapted to the work. 

Among the characteristics or requisites which I think a young 
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man should have to be successful in accounting are the following: 
First, speed in simple mathematical calculations and a great respect 
for mathematical accuracy; second, a good appearance, agreeable 
personality, habits of orderliness and good deportment; third, will- 
ingness to work with diligence and to engage in detail work without 
loss of interest; fourth, ability to think clearly and straight and to 
make an accurate and rapid analysis of involved business problems; 
fifth, ability to express ideas in correct English in a concise and 
understandable manner; sixth, imagination; seventh, honesty that 
is unflinching and unfailing; eighth, sound judgment. These are 
in the order of importance, in my opinion, the least important com- 
ing first. 

Other people may not agree with these qualifications, but I think 
that without them a young man can’t hope to get very far. 

I don’t like to inflict upon you any reading. I think it would 
be unwise to do so. But we would like to send a booklet which we 
are preparing to all the members of your Association before it is 
finally gotten into form, for criticism. We hope to be able to inter. 
est young men of the proper type, and, of course, you know their 
viewpoint better than we do. I think if we have our tentative 
bulletin multigraphed and send a copy to each of you, you will be 
able to give us some very good suggestions as to how to change it 
and make it appeal to the better students. Roughly we plan, in this 
bulletin, to show the place of public accounting in a modern econom- 
ic scheme, to give a short history of accounting from the beginning, 
and to show that the opportunities offered are of two types—to 
obtain a place of importance in the profession, or to obtain a re 
sponsible position with a corporation after, say, five years’ experi- 
ence in a public accountant’s office. 

With reference to the possibilities of using experience in a public 
accountant’s office as a training for a position as office manager, 
cost accountant, auditor, or comptroller, I may say that I believe 
that a young man who desired such a position ultimately would 
usually be better qualified to fill it after five years with a public 
accountant than after five years’ training with the company to 
which he finally becomes attached. .That sounds like a very radical 
statement. But it should be remembered that when a young man 
goes into a corporation direct from college he is always put on a 
small job, and unless he has very special influence behind him he will 
have no opportunity to see what the character of the activities are in 
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other parts of the organization, or form a conception of operation as 
a whole. Moreover, whatever training he gets is restricted to the 
conditions of a single concern, whereas if he spends five years in 
dealing with a hundred or more different companies, and becoming 
acquainted with their methods, he should acquire the wide experi- 
ence and breadth of view demanded in the higher grade of executive 
positions. 

I don’t want to take any more of your time. I have already 
talked longer than I intended. I do ask you to indicate to your 
students that there is a future for them in the accounting profession, 


and I think you can rely upon public accountants to begin to pro- 
vide that future. 


DISCUSSION 

J. T. Mappen, New York University: As I recall it, the figures that Mr. 
Nissley spoke of and which I used were the results of a questionnaire that 
was sent out by a joint committee of the American Management Association 
and the Collegiate Schools of Business, under the chairmanship of Richard 
Wellington Husband, late of Dartmouth College. The classification which 
was published showed that the accountants were the poorest paid group of 
all of our graduates of five years, outside of the group of teachers (who 
necessarily only have an academic interest in property and wealth and things 
of that sort). Consequently we came to the conclusion, and I think it was 
pretty well established, that the quality of the graduates going into public 
accounting was not the best. I believe that report was published. If it 
wasn’t published, the figures are available, I think, upon application to the 
American Management Association. I ant sure Mr. Donald, the Secretary, 
could dig them up for any who are interested. The report represented a 
great deal of work on the part of Professor Husband. I feel it proper to 
mention this now, because this report was one of the things Mr. Husband 
was very much interested in and included some very valuable data. Pro- 
fessor Husband did all the work. Dean Gray was on the Committee and I 
was, but I guess Dean Gray will agree that Husband did all the work. 
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A MESSAGE FROM THE AMERICAN SOCIETY 


By W. L. Harrison, Secretary, American Society of 
Certified Public Accountants 


It is hardly necessary for me to say that I am delighted to be 
with you to-day. I want to take this opportunity of answering that 
old saw that was put to me some years ago: “If a college professor 
is smart enough to be a college professor, why is he not smart 
enough not to be?” My answer to that has always been this, that all 
men do not measure their return in dollars and cents. If they did, 
perhaps there would be no college professors; at least, there would 
be a considerably smaller number. So I regard you as missionarieg 
of a cause and feel that you are working toward a very high end; 
and, therefore, its a pleasure to speak to you on this more or less 
altruistic basis. 

I might say that if I have any one hobby it is the educational 
end of accountancy. I feel very strongly along this line. I feel 
that if we are to justify our claims of being a profession, we must 
do it through: our development along educational lines. As we 
review the situation, that is, the trend of things during the past 
twenty-five years, we find that many of the conditions that were 
laid down years ago still remain. That is to say, as we stood there 
at that time, with practically no literature and with practically no 
educational facilities, we attacked the problem in a certain way for 
the purpose of developing the men competent to carry on the busi- 
ness. Now after twenty-five years of constant development of 
educational facilities, we still are faced with some of the same con- 
ditions, or a large majority of them, that were imposed on us at that 
time. I have frequently had occasion to say that the conditions 
that were thrown around the profession of accountancy then were 
very much similar to those that enveloped the trades, and it is 
noticeable in the last few years, as the trend for a more complete 
regulation of public practice grows, that the practitioner, the pure 
and simple practitioner, is endeavoring to throw greater trade 
union restrictions around the entrance into professional accoun- 
tancy. 

I have occasion to observe this when I meet with various com- 
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mittees who are contemplating changes in their C. P. A. laws. 
Take, for instance, the State of New York. Those primarily inter- 
ested felt when the law was originally passed that experience was 
the primary method by which a man fitted himself to practice public 
accountancy. They established the requirement of five years’ prac- 
tice and only a high school education. That same restriction is 
imposed to-day. I am not necessarily criticising that, but I am 
merely throwing out the suggestion that if we are to progress into 
a true profession it will be necessary for us to develop somehow a 
scheme of instruction that will eliminate to a large extent the 
necessity for practical experience upon the part of those who seek 
entrance into the profession. 

I remember the old family physician who attended our family 
when I was very small, a man at that time some 80 years old. He 
was a physician who had read medicine under another physician, 
and as I remember it he had a holy contempt for anyone who 
claimed to have “learned” medicine, to have studied medicine in a 
college. Certainly we have grown rapidly and completely away 
from that attitude. I think it is said in Dr. Elliott’s autobiography 
that when he first became President of Harvard, they gave all the 
examinations in the Medical School orally because the students were 
so incompetent in writing that it would have been a hardship to 
have given them written examinations. Think of the change— 
the progress— that has been made within the memory of you men! 
To-day in the majority of the states medical training is purely a 
laboratory education. Nowadays they turn the young doctor loose 
on the community to take the life of a human being in his hands 
without any practice, virtually, other than what he obtains in the 
clinic. And in law? Why, you all remember how formerly the 
majority of lawyers obtained their education in the offices of 
practitioners; and to-day there are very few states that require 
any practical experience before they are willing to admit the young 
man to the bar to plead cases. 

Through those cases, by analogy, it may be shown that we as a 
profession have some progress to make away from the position we 
started from some twenty-five years ago, when we did not have the 
educational facilities that we have now. I feel that this Associa- 
tion is hiding its light under a bushel by not telling the rank and 
file of practitioners what you can do in the way of training a young 
man for entrance into public accountancy. I think that it is up to 
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this Association to educate the rank and file of C. P. A.s away from 
the idea which prevails in the minds of so many of them that 
accountancy is still something that must be learned, like brick- 
laying, by doing it. I rebel sometimes rather strongly against the 
thought that the young man who has obtained his C. P. A. is entitled 
to a journeyman’s wage. That false impression we have thrown 
around the issuing of the certificate. Such is not the impression 
attaching to admission to the bar or the issue of the license to 
practice medicine. We criticize the young C. P. A. if he is willing 
to work for less than the established per diem. Is this reasonable? 
I feel that the man who has practiced twenty years is entitled to 
more than the man who has just passed his C. P. A. examination. 

I think we must attack this problem in some way and solve it. 
I have no panacea for it now but it really annoys me quite a bit. I 
feel that we won’t make a great deal of progress until the rank and 
file of the certified public accountants understand that the educators. 
have evolved a system of training a young man to the point where 
he may reasonably avoid such a long apprenticeship, that is, to the 
point, where he is capable of developing, with a year or two years’ 
experience into an average public accountant, a man able to take 
care of certain types of work such as a young lawyer would be 
competent to take care of in his field. 

Now as to the American Society, it is interested in education. 
Dean Madden here will have occasion perhaps to tell you about that, 
so may perhaps Professor Elwell. They have been on our Com- 
mittee on Education for some years; and I know how they feel with 
reference to the attitude which the American Society should take 
and is taking with reference to education. There is only one other 
point I would stress beyond what they may tell you with reference 
to the program we have, and that is, if you have occasion to carry 
a message to the certified public accountant, the practitioner—and, 
after all, he is the man who will have to be educated to employ the 
product which you turn out because that’s the way they get started, 
through being employed by the present practitioners—the ‘Cer- 
tified Public Accountant” is always open to you for such propaganda 
as you may see fit to publish along the line of educating the C. P. 
A.s throughout the country to an understanding of just what is 
being done to train men to take up public accountancy. I wish 
you would avail yourselves of that opportunity. The magazine 
goes to over 7500 certified public accountants each month, and it 
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goes to every member of your Association ; it goes to every library of 
every School of Commerce in the U. S., college grade; and it 
goes to every public library in the U. S., located in a city where 
there are C. P. A.s residing. As far as a medium for reaching a 
large group whom you would desire to reach, therefore, I think it 
offers a splendid opportunity for you. And it is open to you, and I 
heartily commend to you the consideration of educating the certifi- 
ed public accountant as to what you are doing in the way of educa- 
tion. 
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UNIFORM ACCOUNTING IN A TRADE ASSOCIATION 


By Grarton Wuitinc, Paperboard Industries Association 


In opening the discussion of association, accounting, I wish to 
describe the industry that is represented by the Paperboard Indus- 
tries Association, of which I am a part, and to state in general 
what are its products and in particular the product with which my 
subject deals. The Paperboard Industries Association, through a 
recent consolidation, is now composed of three groups of manu- 
facturers: the makers of paperboard; the fabricators of containers; 
and the fabricators of folding boxes. The raw material for the 
latter two is made by the paperboard mills group and sold or trans- 
ferred to the fabricating plants. Some members engage in all three 
operations, some in two of them, but the majority in but one; and 
while buyers and sellers are together in the Association, we find few 
difficulties, as the purpose of each is identical—the greater sales of 
paperboard products. 

The paperboard group manufactures a heavy kraft and chip- 
board called “liners” which form the outer and inner surface of 
combined board 'in the container industry; also a chipboard used 
in containers and a manila and chipboard with a special surface 
finish for folding boxes. The container group uses the liners and 
chip by pasting several layers together to make a heavier board 
called solid fibreboard, or by inserting a corrugated or fluted straw 
sheet between two liners there is made a corrugated board. The 
folding box group accepts the board as made by the mills, and with- 
out combining it, print and cut into finished product. 

The term “container” is used to designate a box or outer package 
made of paper fibre, and while limited in gross dimensions may be 
of any size or shape. The container group has the largest member- 
ship of our three divisions and represents about seventy-five per 
cent of the output of the country. This totaled in 1924 1,260,000 
tons. 

It is with this group that the accounting work has been done 
and principally in connection with the corrugated branch. 


Accounting and particularly uniform cost accounting has been 
recognized for many years as an important part of association 
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activities. In 1916 the Federal Trade Commission under Chairman 
E. N. Hurley gave prominence to such systems and issued pamphlets 
for guidance of those interested. In 1922 an incomplete list showed 
over sixty well-known associations undertaking uniform accounting. 
Recently the Chamber of Commerce of the United States has taken 
up the work of assisting and encouraging industries to adopt uni- 
form plans and has collected over a hundred manuals and much 
valuable information on the subject. It has established yearly 
meetings for the discussion of industrial accounting problems 
amongst association executives, and their publications are many and 
well worth reviewing. One of these, in particular, deals with 
arousing interest among association members in uniform accounting 
methods. 

As an illustration of the manner in which the need of uniformity 
in costs is brought before an association a typical case may be cited. 
Let us assume that a condition has arisen where the market has 
become demoralized through keen competition and price-cutting. 
Someone suggests that a questionnaire be sent to all members asking 
for the selling price on a certain article accompanied by a detailed 
description so that no confusion may be had as to its specifications. 
This is done and the results when tabulated show a range of 
figures varying from thirty to forty per cent between the highest 
and lowest. This seems incredible and therefore the costs of pro- 
duction are called for in order to eliminate the item of profit in 
the quotations. Here again wide variations are found, and it soon 
develops that discussion is useless because the term “cost” has a 
different meaning to almost every member. They are not talking 
the same language; there is no uniformity. 

The next step is the appointment of a cost committee to investi- 
gate and make recommendations. They perform their task, and 
finding the problem too big for the limited time at their disposal 
suggest that a survey be made by a competent accountant. In due 
course this is approved and real progress is made. 

At this point there is a choice of two plans for the association 
to select from, one the employment of a recognized firm of account- 
ants, and the other that of engaging an accountant as a permanent 
part of the staff. The first has the advantage of quicker action if 
the membership is large, but the second entails less expense and 
because of constant work in but one field the staff accountant is 
able to give more intelligent and practical service. 
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With either plan selected, the next task is the preparation of a 
basic system and a manual describing in detail the proposed uniform 
accounting. Let us suppose that one of your former students has 
been assigned to the work either as an employee of the accounting 
firm or through engagement with the association, and we will 
follow him in his undertaking to see what he is called upon to do. 

First there will be an inspection of members’ plants, including 
both large and small producers, preferably typical of the industry. 
At each plant an analysis will be made of the general ledger accounts 
carried on the books, the methods employed in obtaining the original 
entries, and the statements and summaries drawn from them. Then 
will come a study of the manufacturing: the treatment of raw 
materials, the fabricating operations, in sequence, as the product 
travels, the type of machines, the method of wage payment, and the 
recording of time and of quantity turned out, of waste made and of 
shipments and delivery. Our accountant will make a collection 
of the forms in use, noting on them their purpose and how they are 
handled and summarized. 

With this material gathered from as many sources as is prac- 
ticable the accountant will spend many hours in sorting and sifting 
out the best from each plant, gradually formulating a plan or basic 
system. Here a knowledge of fundamentals is essential, but the 
ability to apply this knowledge in a workable and simple manner 
requires a well balanced mind and ingenuity in bringing the prac- 
tical performance into close harmony with theory. 

The next stage, while sometimes long drawn out, consists of 
presenting the report to the cost committee and to the accountants 
in the plants of those prominent in the indusry, and, through in- 
dividual conferences or accountants’ meetings, revising the report 
for issuance in the form of a manual. 

The preparation of this manual is not easy. It must be written 
to appeal to a variety of individuals, not only to executives in both 
large and small plants but to the accountants and cost clerks in the 
employ of members scattered over a wide territory. It must con- 
tain sales propaganda to induce its acceptance; it must be simple 
in language for the reader not familiar with accounting terms and 
yet sufficiently technical to command recognition in the hands of 
the accountants. For those undertaking this phase of the work 
assistance will be found in the Chamber of Commerce publications 
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and also through the office of the National Association of Cost 
Accountants. 

As a manual is the detailed explanation of an accounting system, 
and as you may be interested in the basic plan we have adopted, I 
have prepared a few illustrations taken from the text book or 
manual of the container industry for your review. These will 
enable you to understand the accounting system and the method of 
cost compilation now being operated in a wide list of our members’ 
plants. 

The first set of illustrations deals with the general ledger and 
its control of costs; the second with operational cost accounting.* 

The background of the first illustration shows a chart of ac- 
counts, Exhibit I, used to assign the ledger folios and arrange the 
order in which the accounts are placed in the ledger. While exact 
uniformity is not possible due to individual conditions in different 
plants, the general plan is the same and the sequence of the account 
names is kept fairly in parallel. The folio number is composed of 
the letter in the column heading and the line numbers; thus “Petty 
Cash” is A 1, ete. With this arrangement the drawing of the bal- 
ance sheet and the statements each month is done by listing the 
amounts on the proper forms in the rotation of the ledger sheets. 

In the illustration the asset and liability balance sheet has been 
omitted as it is drawn in the customary manner. The profit and 
loss statement, Exhibit II, is shown with figures taken from a 
supposedly typical plant running on a normal or average month. 
The space at the bottom headed “statistical” is used for a division 
of the monthly profit and loss, but no figures are here shown as this 
feature of the accounting can be put into operation only after six 
months or so of experience has been had, and standards of opera- 
tional costs have been set. 

The burden statement of factory expense next following, Exhibit 
III, is drawn from the accounts in the M column of the chart and 
forms the basis of the monthly entries to be used in the cost com- 
pilation. Budget figures only are shown as the illustration is of 
atypical month. In using the form the actual monthly figures are 
entered in the columns to the right, and it is these that are carried 
forward to the monthly cost compilations. 

The next form, Exhibit IV, represents the administrative and 


*See insert between pp. 78 and 79. 
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selling expense, which is a statement similar to that for burden 
but arranged for entry of the monthly amounts of the expense 
accounts found in columns N and O. To save an analysis each 
month of the items of administrative expenses—the general office— 
that are applicable to selling expense, a predetermined percentage 
is used and by journal entry a charge is made to the selling expense 
account O 14, “Portion of Administrative Expense.” This avoids 
much detail figuring and adds to the selling cost a share of the 
office expenses. 

The account, “Work in Process,” B 10, listed on the chart, is a 
cost control account and is charged with all expense for the month 
in four principal entries, the raw material used, the labor, the 
burden, and the remaining percentage of administrative expense. 
The former two charges are direct journal entries while the latter 
two are made by establishing a credit in the accounts M 20 and N 
20 for an amount equal to the monthly debits in the accounts found 
in columns M and N respectively. This procedure avoids individual 
credits to each expense account and sets up an expense reserve 
equal to the total charges. 


With the completion of these entries the cost compilation is next 
undertaken. 


The accounting for raw material used in the container manu- 
facture is relatively simple. Paperboard is purchased by the ton, 
combined by machinery into the board used for box making, and 
recorded in square feet. In this form it holds its identity through 
to the finished product and is costed per square foot. It is with the 
conversion costs that difficulty is found because of the varying 
operations and sizes of products to be handled. 

The second group of exhibits shows how the work is done. 
The form at the top is the cost distribution sheet, Exhibit V, and 
carries three processes of distribution which may be described as 
follows. The lower line is first used to record the totals taken from 
the conversion charges to “work in process”—below each is entered 
the folio from which the amount is derived. Each column has its 
plan of distribution upward. The lines on the left of the sheet 
each represent an operating group or center either of direct opera- 
tion or of indirect service, as shown below, or above the horizontal 
line. The upward distribution is as follows: 
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Column 3. Fixed charges=Insurance, depreciation, taxes—on a fixed sched- 
ule predetermined on value. 

Column 4. Direct expense=Voucher register, analysis of power and light and 
heating expense, etc. 

Column 5. Direct expense=Voucher register, analysis of materials used 
for repairs. 

Column 6. Liability insurance= Percentage of payroll based on compensa- 

tion rate. 

Column 7. Pay roll—Pay roll analysis 

Column 8. Columns 3-7 Added—for basis of distributing overhead expense 
Column 9. 

Column 9. Columns prorated on basis of Column 8. 

Column 10. Total 8 and 9. 

The amounts representing the total costs of the service centers 
above the horizontal line are next spread to the right in the second 
distribution feature. Here the services of indirect centers are 
apportioned one to another, based on the previous month’s rate if 
current figure cannot be correctly applied; and by addition the 
resulting total of each of the Columns 11 to 15 is entered just above 
the horizontal line. 

The third distribution is now ready to be made and consists of a 
downward spread of the service centers over the direct centers as 
follows: 

Column 11. Building—distributed on floor space occupied. 

Column 12, Repairs—distributed from analysis of repair shop work orders. 

Column 13. Power—distributed on basis of power consumption (usually a 
fixed ratio). 

Column 14. Steam—distributed on basis of machinery using drying plates. 

Column 15. Factory General—prorated on basis of column 8 subtotal below 
the horizontal line. 

Column 16. Total—by cross addition. 

The figure in the total column opposite each center is the total 
conversion cost for the month and it will be noted that the sum of 
Column 1 is in agreement with the sum of Column 10, the original 
amount taken from the general books of account. 

Two columns have been added to the right representing the 
machine hours operated and the cost per machine hour. 

The next form shown, Exhibit VI, is used by machine operation 
to report time and production. From this is made the payroll 
analysis and summary of output. 


The next illustration, Exhibit VII, is that of an operating center, 
on which hourly costs are translated into costs of units ” »oduced. 
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The example here shown is the work of cutting the slots along the 
sides of the sheet forming the flaps of the box. 

It will be noted that standard costs only are shown on the form, 
but space is provided for actual costs each month in the columns 
to the right. Standard and actual are constantly compared and 
the differences accumulated and entered as a part of the accounting 
plan. This will explain to you one of the items referred to as 
“statistical” on the profit and loss statement, namely “Mfg. Effort 
Gain or Loss.” Standard costs are used throughout and are the 
basis for all cost estimating. 

Unlike most text books or manuals ours includes a full plan of 
using cost figures in estimating the cost of different types of con- 
tainers. To accomplish this all costs are doubled, the result repre- 
senting twice the standard cost. Raw materials are treated in 
similar manner in estimating tables which list different market 
prices and give a corresponding cost per square foot. 

In estimating, the area required for the box-blank is found and 
the operations through which it must pass are known by style 
designation. Appropriate tables are made to assist in the details. 
From these tables there is obtained a figure representing double the 
manufacturing costs and it is necessary only to deduct a percentage 
in determining the selling price with whatever per cent of profit is 
desired. 

One complication, however, enters, and that is the cost of selling. 
In our industry this is found to vary indirectly with the size of the 
order. To simplify this figuring a table of percentage is used as 
illustrated in Exhibit VIII. Arbitrary divisions of square feet area 
of: the board called for in an order have been selected to form the 
basis for the changing percentages of selling expense. These are 
usd as column headings and under each is shown the selling expense 
in percentage starting with ten per cent for the smallest down to 
two per cent for the largest orders. The diagonal line across the 
table represents cost including expense. The figures above and 
below the line are gains over cost or losses under cost depending 
upon the number chosen in the left-hand column as the deduction 
percentage. 


In the installation of uniform accounting I have made a practice 
of starting with the book of general account and obtaining a control 
of costs in totals. Although this is contrary to the procedure of 
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many accountants it gives a definite base upon which to start break- 
ing down the total cost into its various elements. With the total 
charges against operations known the degree of accuracy in the 
detailed figures reported from the manufacturing divisions can 
always be guaged. The ease with which the general accounting 
can be introduced depends largely upon the ability of the book- 
keeper, who is usually an intelligent person although sometimes 
slow in making changes. 


The accountant employed as a member of an association’s staff 
will find it important not only to arrange the accounting features 
for the bookkeeper but also to teach the principles of the plan so 
that as new conditions arise they will be properly handled and 
additional visits avoided. While this is good advice, public 
accountants do not always follow it for they are not loath to making 
additional visits. 


In the factory, intelligence usually runs on a pretty low level 
among the operators and here the accountant has his troubles. In 
one plant employing 30 operators I found only five who could read 
and write, most of the others being foreigners. Under such con- 
ditions the report forms are a puzzle and often a trial period of two 
or three months is necessary before satisfactory figures can be 
obtained. The accountant must be tactful and overcome the feeling 
of the operators that they are being spied upon or are to have their 
pay reduced. Much of this falls upon the cost clerk; but it will be 
found that when the reporting becomes a matter of routine little 
difficulty will be met. 


Here again, teaching the cost clerk the principles and purpose 
of the system is an essential part of a successful installation. In 
one of our member’s plants where a young lady of more than usual 
intelligence had charge of this work, a complete installation was 
made in three visits of two days each. The clear, comprehensive 
description found in our manual made this possible. 


In the office, summaries of the factory reports should be made 
daily, so that errors may be quickly rectified before the circum- 
stances are forgotten. Furthermore, the figuring necessary at the 
close of a cost period should be lessened as much as possible by 
preparing currently all available data. 


In plants where our uniform plan has been put into operation 
it has been found that with a slight rearrangement of the office 
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i 
work not more than one additional clerk has been required to carry 
out these details of the system. 

In a seasonal industry such as ours is, actual costs are often 
misleading if relied upon for current use. Standard costs, as 
developed under our plan, represent the anticipated operation of 
the plant based on normal conditions and give results that can be 
depended upon to reoccur. Each manufacturer is in business the 
year round and months of full production should compensate for the 
lean months. Low actual costs should offset the high, and any 
estimating to be reliable must be based on standards, not the 
particular happenings of any one month. This does not mean 
that actual costs are not promptly and accurately known but that 
in periods of lessened demand figures for estimating are not auto- 
matically raised because of a decreased volume of production. 

Much has been written concerning the establishment and use of 
standards and their aid in guaging efficiency and in effecting cost 
reductions, but not until seen in practical use in an industry such 
as ours are their benefits to the manufacturer realized. 


The main object of accounting is to present a correct statement 
of the operations of a business but the facts, oftentimes, are for the 
use of an executive unfamiliar with the niceties of accounting pro- 
cedure. It is from the executive’s viewpoint that this problem 
should be approached. The accountant should put himself in the 
position of the executive and repeatedly ask “If I were the owner 
or responsible for the success of the business what would I want to 
know about it? Is all of the information useful? Is the clerical 
work necessary to obtain a particular detail warranted by the 
benefit I will derive?” Many accounting plans have failed because 
of the complicated figuring involved. 

As a preparation for entering into the field of association ac- 
counting, I am an advocate of the case method (so successfully 
developed in Harvard Law School), since it introduces theory and 
practice side by side and develops an ability to analyze and meet 
conditions as they arise. Each industry has its own problems due 
to its method of manufacturing and merchandising. These are 
changing from time to time and call for alterations or new plans 
that will correctly reflect the results of the improvement. 

Uniform accounting when participated in by a majority in an 
industry brings about results that are far-reaching. It tends to 
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lower average costs and to stabilize prices—advantages to both 
buyer and seller; to level out the peak loads and bring up the 
periods of low production; to establish confidence in the minds of 
purchasers and to encourage forward buying. 

The interchange of parallel cost statistics provides a means for 
detecting inefficiencies, excess waste, and cost leaks to a point where 
each benefits by the experience of the other. Uniform expression 
of accounting and cost figures makes for intelligent comparison and 
a new rivalry is set up amongst competitors. 

The statement is frequently made that the market sets the price 
and costs are a secondary consideration. If the term “market” is 
a composite of the prices reported as being made by competing 
salesmen, no manufacturer could live long if he followed the 
“market.” Costs are the determining factor, and while demand 
and supply dictate the amount of fluctuations above and sometimes 
below, costs are the one factor that guides the management in 
accepting or rejecting an order. 

A stabilized market is much to be desired in every industry. It 
reduces business hazard and minimizes speculation in buying. It 
equalizes the demand for labor and steadies the laborers’ pay and 
hours of work. Uniform accounting in an industry is a marked 
step towards the goal. For the coming years there is opening an 
attractive field in this work for young men trained for this purpose. 


DISCUSSION 


C. F. Rirrennouss, C. F. Rittenhouse & Co.: I was interested in the plan 
of adding one hundred per cent to cost factors, deducting fifty per cent there- 
from, and getting back to cost, but it is not clear in my mind as to what your 
purpose is in doing this. Also I would like to ask if the fifty per cent deduc- 
tion is uniform, or is it variable? 

Mr. WHITING: Our purpose is to establish a simple and easy method of 
estimating. In the case of a box which we manufacture, for example, al- 
though it may appear simple to the layman, it must be recognized that there 
are a number of complications involved. The material is guaged and figured. 
on the basis of area. Then there is a cost to be added for each of the opera- 
tions which the box has to go through, of which there are a considerable 
number. So when we come to build up tables for the use of estimators, we 
try to make the process as simple as we can. That process, we believe, is 
simplified by making use of this doubling-up plan. 

The deduction varies on account of the complication of selling costs which 
comes in. If that were out, we would have a straight fifty per cent line. 

What we have tried to do is to present a simple method of getting at the 
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basic figures, and, by taking a single discount from them, arriving at the 
desired prices, covering standard cost, selling expense, and profit. 

W. J. Gocain, Boston University: This plan makes your administrative 
and selling costs a percentage of selling price, does it not? And isn’t the 
relationship between selling cost and selling price on the whole more direct 
than between selling cost and factory cost? 

Mr. WHITING: Our process is a little different, in that we carry 
through into our factory the administrative expense, except for a small pre. 
determined amount, which is thrown into our selling expense. The por- 
tion that goes into selling expense represents the work in the office that is 
applicable to or is chargeable against the sales division. 

Experience has taught us that selling expense must not be recognized on the 
same percentage basis for small orders as for large orders. In consequence it 
is varied in its application in the cost percentage table. Twice the factory 
cost, not selling price, is the basis used for application of the percentages. 

Sales effort is devoted to disposing of the factory’s facilities for producing. 
Seasonal conditions in the container industry vary the price levels and mar- 
gins of profit; whereas costs are a more stable element. Therefore the appli- 
cation of selling cost to factory costs forms a better relationship than would 
obtain if selling price was used as a basis. 


THE DEVELOPMENT OF ACCOUNTING IN THE TENT 
AND AWNING INDUSTRY 


By F. F. Tiscun, National Tent and Awning Manufacturers’ 
Association 


Gentlemen, I am very happy to be with you. I represent the 
National Tent and Awning Manufacturers’ Association, which is a 
strictly modern invention of about fifteen years of age. I also 
represent one of the oldest industries known, the manufacture of 
tents and awnings. Primitive man had to live in tents and in the 
oriental countries to-day shops and bazaars are covered with awn- 
ing. In our modern life over here we seem to think that tents and 
awnings are not necessities, and the business has somewhat dete- 
riorated. In fact, it was in a terrible condition about fifteen years 
ago. There was a mortality of, perhaps, forty or forty-five per cent 
of the manufacturers each year going into bankruptcy. We have a 
number of perhaps 2200 of what you might call manufacturers in 
the U. S. to-day. I think you could count upon the fingers of the 
two hands the men who have had a college education. Probably 
eighty per cent of them have never even been inside a high school. 
Most of the men that started in this line of business were mechanics 
themselves. They are able to cut canvas, stitch it, finish it by sewing 
in rings, rigging it up, making iron frames, and putting awnings on 
buildings. During the busy seasons, which are the late spring and 
early summer, these men know no hours. They are on the job from 
six o'clock in the morning, perhaps, putting up work, until nine or 
ten o’clock at night, and then they may go in the shop and work 
until one or two in the morning, trying to get enough work ready 
to go out and put up the next day. Naturally, with conditions of 
this kind, where men didn’t know the value of their service, we found 
a terrible condition, as far as prices were concerned. Goods were 
being sold far below cost, because the mechanics who came into the 
business had absolutely no conception of what cost meant. They 
might know the cost of materials, they might know how many hours 
of labor were put upon a particular job, but when it came to over- 
head the only thing they saw was the blue sky above. 

A movement was started by seven men out in the Middle West 
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about fifteen years ago, and as in the case of many infant associa- 
tions the entire idea was, “Let’s fix the price and make some money.” 
They encountered the natural difficulties and the movement pra- 
tically came to a standstill for the time being. There was, however, 
a germ there which spread, and in 1912 an association of about 
thirty members, representing various sections of the country and 
representing also the most influential men, men who had made 
money and who were still making money, got started. The associa- 
tion drifted along for several years. It ran up to a membership of 
about 200, but it wasn’t getting anywhere. Price conditions were 
getting worse. Mortality, so far as bankruptcy was concerned, was 
also on the increase. Many of the men who had made money in the 
business were finding that their mechanics were leaving them and 
starting what we call the kitchen awning shops, working in their 
own homes and making such a terrific raid from the price stand- 
point that the men who had made their pile were losing it. Finally 
quite an effort was made to get together, to interest anyone who 
had what might be called a representative shop, that is, one that 
kept open twelve months in the year, and the membership was 
increased considerably. 

We have a governing board of nine directors and we have some 
officers—some of whom are a nuisance, like myself. It was realized 
that ignorance was the thing that was holding our industry back. 
One of the first moves of this board some five years ago was to find 
seven men above the average of intelligence and education scattered 
in different sections of the country who had some fundamental idea 
of what bookkeeping and accounting meant, and of what our entire 
regular line meant, and this board, or this laboratory, as we call it, 
started to work. 

The first thing we had to find out, of course, was what our people 
were doing from the standpoint of keeping costs on their work, and 
also what kind of bookkeeping systems they were maintaining. We 
found that there were probably 100 firms in the country that 
actually kept a set of books, consisting, say, of a cash book, ledger, 
and journal, and who knew in a general way what their costs of 
doing business were. The other 1800 to 2000 had two spindles. 
All unpaid bills were kept on one and everything that was owed 
them or their accounts receivable on the other. That’s the way 
they kept books; they never knew where they were. 

During all this formative period, and especially in our conven- 
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tio. meetings, we had great arguments in regard to the prime 
essentials of cost. Those who had had experience naturally tried 
to define cost to include cost of material, cost of labor, and over- 
head; and they emphasized the fact that to arrive at a selling price 
a profit must be added. Well, there wasn’t any question about the 
cost of material required for any awning or tent. There was a wide 
variation of opinion, however, as to the amount of labor normally 
required. A good mechanic can sit down and make an awning in 
about three hours, but when someone’s hired to do it, it will probably 
take six hours. That had to be all threshed out. Then we came to 
the big subject, overhead. We have right in this City of New York 
to-day awning shops that absolutely maintain they have no over- 
head. They can’t be made to see it even to-day, notwithstanding 
all the educational propaganda we have put out. 

Our first move was to issue a little pamphlet, “Overhead and 
How It Is Figured.” The seven men of the cost laboratory got 
together and listed all of the items of an overhead schedule which 
pertain to our industry. These of course may not be the overhead 
figures that pertain to some other industry, but so far as we knew 
(and experience has proved that we were pretty nearly right), at 
that time we listed all of the items of overhead, consisting of 
thirty-two items. Since then we have added an additional one 
which appeared in the course of our work. This pamphlet was 
then published and distributed to the entire membership all over 
the country. Each of the thirty-two items were carefully explained 
and reasons were shown in every case why recognition of the item 
was required in the conduct of business. 

The next step was the issue of a questionnaire listing all of the 
items of overhead. This was sent to the 2000 manufacturers of the 
country, and they were asked to fill it out, as far as it was possible 
for them to do so, stating in dollars and cents what each one of 
these items of overhead cost them. The questionnaire also included 
a request for the amount of business done. Well, I think the 
first year we got something like 120 replies out of 2000. Some of 
them were very very incomplete. In some cases six or seven of the 
items would be bunched under one head. We didn’t get very far 
except in the case of men here and there throughout the country 
who had cost systems installed by accountants, but we at least 
arrived at a working basis. 

Having obtained this information as to overhead amounts the 
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the problem arose as to what basis of applying overhead to opera- 
tions should be adopted. One accountant from the City of Mil- 
waukee said, “We try to apply everything on a percentage basis.” 
Another accountant in the City of Toledo, where I was connected 
at the time, said, “No, that isn’t right. In our business we can’t 
work on percentages. We are making awnings out of goods rang- 
ing in cost from ten cents to $1.00 a yard. The percentage system 
is not the system for us.” We finally decided that the only constant 
fact in our business was the labor item; and therefore, we decided 
to apply overhead in terms of labor cost. It was found, however, 
that in the case of the concerns that had spent money to lay out 
elaborate cost systems and accounting systems the distribution of 
overhead as between the sewing room, the finishing room, the 
blacksmith shop, and the erection of awnings, which requires the 
use of trucks, necessitated the use of different rates for various 
departments. 

To facilitate the determination of costs per job it was necessary 
for us to go to the expense of providing triplicate order forms for 
our trade. These forms provide for customers’ names and the 
writing up of the complete order in triplicate. One copy is kept in 
the office. One copy goes out through the shop. Every operator 
or anyone working on the order has to list thereon the kinds and 
amounts of materials used. When this copy comes back showing 
the total amount of material, the total material cost is calculated 
by a cost clerk. We had also to provide daily cost cards to be used 
throughout each factory showing the operator’s name, the operation 
—whether it was single needle, double needle, ringing machine, 
blacksmith’s finishing, erecting, and all the other items that enter 
into our cost of manufacturing, together with a time record to show 
when each job was started and when completed. 

At this point we discovered the greatest leak in our overhead— 
lost labor. In our field, it should be noted, there are marked season- 
al fluctuations. During the summer months we are pretty effici- 
ent as everyone is working regularly eight or nine hours a day, but 
when the dry spell comes around there are few jobs to make up. 
Yet it is necessary to maintain an organization in the lean period, 
and as a consequence there are a lot of lost labor charges all of 
which have to be added into our overhead. 

Later we began to send out cost bulletins in the form of answers 
to questionnaires, containing the information gathered from our 
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study of cost records. This work has been going on now for a 
matter of three years. 

All of this basic groundwork, however, did not suffice. The 
lack of standardization in our accounting methods was serious. 
Strange as it may seem one of our troubles was the undue complex- 
ity of some of our systems. Some of our members, doing a business 
of only $20,000 to $25,000 per year, had systems, installed by ac- 
countants, which would do credit to a large corporation—systems so 
involved that the bookkeeper was always several months behind. 
Finally we managed to get hold of a public accountant—one of 
these men whom I have heard about this morning, a very much 
underpaid, faithful fellow, very brilliant I considered him—who 
gave us an idea which he had derived from bank accounting. He 
said, “There isn’t any reason why in your line of business you can’t 
strike off a trial balance every night and have before you a profit 
and loss statement, showing how much money was made or lost this 
day, this month, or this year up to this point.” Well, he was the 
fellow we were looking for. With his help and a careful criticism 
from the members of the “laboratory,” who, after all, were in close 
touch with the general run of our trade in different parts of the 
country—we knew the problem of the liftle man who only did a 
business of $8,000 or $10,000 and we also knew the problems of the 
man doing a business of $8,000,000 or $10,000,000 a year, we finally 
issued a manual of instruction, strictly confined to our line. And 
up to this point we have insisted that if anyone cannot install a 
cost and accounting system alone from this manual, and employs 
an accountant, he must not let the accountant tamper with it in 
any way. The reason for this is that we are trying to get a simpli- 
fied, unified system for our entire industry all over the country. 
When we get together, a convention of 450 to 500 men, we all want 
to be talking the same language. We don’t want Greek, Italian, 
and English spoken at the same time. We want them to bring in 
reports which are uniform in every respect. 

Our manual shows all the operation of simple bookkeeping. It 
tells a man just how to start his books for our line, how to set up his 
capital accounts, how to set up his general ledger accounts, and 
keep his customers accounts, also an accounts payable ledger. The 
system is so simplified that the whole thing may be carried in one 
binder about nine inches wide and twelve inches high. It is so 
simple that it is applicable to a business of $8,000 or to one of 
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$3,000,000, as has been proved by actual use in our industry. 

We have since issued a supplement which shows how special 
departments may be handled with the addition of a few more 
accounts. An example of such a department is the manufacture of 
tents, which is entirely different from the manufacture of awnings. 
Another is the manufacture of covers, bags, or blankets, which many 
of our people make. Still others of our people run camp and 
supply departments, which involves simply buying the merchandise 
and selling it. We have provided for this also. 

I have some forms here that I will be glad to leave with you. 
There was some delay in mailing and I didn’t get all of them from 
the headquarters in St. Paul, as I should have. I believe that our 
complete manual would be of value to your libraries. I really do. 
It’s been a godsend to our industry. We have men that up to five 
years ago were buying goods C. O. D., who had no credit. I have 
one case in mind in particular of a father and son who did all the 
work in their shops in no other way except on a C. O. D. basis 
because they couldn’t be trusted overnight. To-day their credit is 
unquestioned, and out of a business of about $22,000 they are mak- 
ing as much as a lot of accountants; and the improvement is clearly 
the result of the adoption of our cost system, together with the 
development of sound methods in general induced by the installation 
of the system. 

I would be glad to answer any questions. I am not a certified 
public accountant; but if there are any questions I shall be glad to 
attempt to answer them. 


DISCUSSION 


Davin HIMMELBLAU, Northwestern University: 
labor hour method? And by departments? 


Mr. TiscHeE: Yes; and I will tell you why we hit upon that plan and got 
away from the percentage system entirely. We are called upon to do repairs 
in many cases where there is absolutely no .oerchandise used. If we used 
the precentage system in such cases, naturally we wouldn’t have any overhead 
on these jobs. The service department also might be mentioned in this 
connection, in particular with respect to such work as taking down and 
storing of awnings during the winter for people who care to have this service. 
As I explained, we get our direct labor from the cards, and in the evening 
when the cards are turned in by each operator, the cost clerk finds out 
exactly how many productive hours were utilized that day and how many 
were lost. 

Perhaps I can indicate some of the problems and features which arise 


Do you use the direct 
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in our use of the direct labor hour method by means of examples. To run a 
double-needle sewing machine, which requires more investment than a single 
needle machine, involves an hourly overhead of about $1.65, while on a 
single-needle machine the rate is about $1.35 an hour. In the cutting table, 
which has cutting machines and carriers, and is used in the bigger shops, 
the hourly rate is about $1.40. The ringing machines require a rate of 
about $2.02 an hour. These machines are very delicate, and we don’t work 
them very often. They represent a big investment; they cost more than any 
other machine we operate. In the case of installation service, which includes 
taking the article from the shipping room floor and going out and erecting it 
on a man’s building, we find that our overhead is about $3.63 per hour. 
The reason for this is that, particularly in large cities, our men may leave the 
shop at 7:30 and may not get to the job on account of traffic congestion until 
nine o'clock. With two men on the wagon this means three hours gone. Our 
lost labor over the entire year on our awning erectors, as we call them, is over 
sixty per cent. That is, for every dollar we pay them we get forty cents 
in direct labor. In our factories, in our sewing room, our lost labor is about 
thirty per cent. We have more sewers than we do hangers, so we average 
forty per cent for lost labor. For every dollar of labor we pay we get sixty 
cents in direct labor. 


J. B. Hecxert, Ohio State University: To what extent can you get your 
members to set selling and service prices on the basis of their costs as dis- 
closed by the system. 

Mr. TiscHE: We can’t set the prices. For one thing that’s against the 
law. But we have found this, that when we get imbedded in a man’s mind 
his true cost, merchandise, labor and overhead, ordinarily he will not sell his 
product for less than cost. In fact we don’t care what he sells it at if he will 
only cover his costs. We have, however, no method of controlling the obser- 
vance of cost figures in pricing, beyond that secured through codperation and 
good fellowship induced among the members of our little community, all of 
whom are in the same line of business. Of course we have many meetings, 
and this helps. The Association, too, has a number of affiliated bodies 
scattered over the country. We have a little local in Boston and have a 
New England association, for example, affiliated with the National. The 
Boston local holds meetings once a month, the New England holds a conven- 
tion twice a year. At these meetings these problems are discussed. A man 
brings in his' cost card and we compare notes. We are all talking the same 
language; we have the same cost cards, the same order blanks, the same 
method of figuring overhead, and we have the same accounting system. 


Mr. HeckertT: Can you tell how many men should be employed to oper- 
ate this system. 


Mr. TiscHe: I can tell you of the experience of the Foster Manufacturing 
Co. of New Orleans, La., a firm doing a business of about $200,000. Some 
time ago, Foster junior went to one of the best accounting firms in this 
country and paid the glorious sum of $3,200 for a system. It took three 
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people to run the system. But it wasn’t giving him results. Well, he finally 
paid good money to break the contract, threw out the $3,200 system, and now 
he has one girl running his books. His business is entirely departmentalized, 
He gets a statement every morning in red or black of what has been made or 
lost that day, that month to date, and that year to date. 


ACCOUNTING IN THE NEWS PRINT INDUSTRY. 


By G. A. Wars, News Print Service Bureau 


The interest in uniform accounting or standard accounting in 
the newsprint industry began to become manifest about ten years 
ago. In 1916 a report on the subject was issued by a firm of public 
accountants. And since that time fairly rapid progress has been 
made. 

The movement was greatly facilitated by the attitude that the 
Governments of the United States and Canada took regarding the 
cost of manufacturing, and price, when the industry was controlled 
during the war. They insisted that definite costs should be arrived 
at, and this greatly promoted accounting activities in the industry, 
so that much of the resistance to the development of uniform cost 
accounting which has been found in other industries was overcome 
in this way in the news print industry. Accountants were employ- 
ed both by the Government and by the manufacturers to make 
extensive investigations of costs and related matters, and these 
investigations disclosed the lack of reliable cost data and indicated 
the necessity for development. 

Just recently we have prepared a complete revision of our cost 
accounting system. I shall endeavor briefly to give you some of 
its main features. In the first place our system is of course or- 
ganized in harmony with the flow of materials, steam, and power 
in the typical news print paper mill. There are seven main cost 
centers derived from our operating lay-out. These are the wood 
preparing department, water power plant, the ground-wood mill, 
steam plant, the sulphite mill, the electric power plant, and, finally, 
the paper mill proper. 

I cannot, of course, take time to go into the details of that lay- 
out. There are many complications in a paper mill. The account- 
ing procedure itself is purely a process system; and it is simple as 
far as dollars and cents are concerned. But the technical complica- 
tions which enter into it are many and various, and the technicians 
the managerial control and the engineers are struggling with 
these complications all the time. 

Our accounting, I may say, is based upon a complete voucher 
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system throughout. The controls kept on the general ledger are as 
few in number as we can well make them. We have six main oper. 
ating accounts. These are logging operating control, sawmill 
control, pulp and paper control (which is the thing with which we 
are now immediately concerned), and then the town site, hotel and 
farm. These last represent ancillary operations which have to be 
dealt with in order toruna mill. Paper mills are often far removed 
from general centers of civilization, and it is necessary for them to 
maintain all kinds of facilities, living facilities, in order that the 
men and managers and all the different types of help that are needed 
in running these large mills may have a decent living. According- 
ly, farms, hotels and towns, and all that kind of thing, have to be 
maintained. 

Turning specifically to the pulp and paper control, I may say, 
first, that the distributions are made in this system upon subsidiary 
voucher record sheets. We call our system “Cost Accounting for 
News Print Paper Mills,” but when you come right down to it the 
fact is we don’t believe in cost accouats as such. I don’t know 
whether that is radical or not, but, at any rate, we don’t believe in 
cost accounts. The accounts, and as few in number as possible, 
should appear in the general ledger,. Why go into all the detail of 
cost accounts, with the accompanying closing journal entries and 
a lot of other unnecessary work as far as the cost distributions are 
concerned? In a plain process system, certainly, it does not seem 
to be necessary. Therefore we are content to obtain the distribu- 
tions to the processes through subsidiary voucher record sheets. 
The cost sheets themselves should be used as the cost ledger. Of 
course, if you choose to keep a cost ledger you can do so, under this 
plan. It is purely a matter of taste; but we believe that time and 
effort can be saved by keeping the cost sheets themselves and making 
them constitute the cost ledger. This is quite possible by bringing 
all the entries together, and putting them right on the sheets, and 
then by bringing the sheets together as a bound record. That is 
the plan adopted here. 

After obtaining the figures from these subsidiary voucher record 
sheets, they are brought together on what we call the “consumption 
record” and listed there. This record includes the opening in- 
ventory, the receipts and charges, adjustments that may be neces- 
sary, and finally, the consumed and accrued figure. This last figure, 
of course, may be based on either periodic physical inventories, from 
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which one may work back to the consumption figure, or regular 
running inventories, from which one may work forward to the 
amount consumed. In any case the point is that this consumption 
record brings together the figures which are to be used for cost 
purposes. Everything is centralized here. 

From the consumption columns in the consumption record the 
necessary figures are taken and spread over the cost sheets. The 
cost sheets show the figures for the month and the cumulative total 
to date starting from the beginning of the financial year. Finally 
the figures from the cost sheets are brought together into the in- 
ventory record of manufactured products. The inventories, that is, 
are not shown on the cost sheet itself, but are all centralized in 
one record. This is convenient as it makes it possible to tell by 
referring to a single central record, just how the inventories stand. 
The inventory record shows the opening inventories, then the pro- 
duction costs taken from the cost sheets, any adjustments which 
may come along, and finally the consumed figure, which, of course, 
may be the figure for pulp consumed in paper manufacture rather 
than the finished product. In the case of paper itself we obtain 
the manufacturing cost of sales after bringing in the inventories 
at the end of the period. Thus this form gives the complete lay-out 
of the inventories, including the manufacturing cost in total, and 
the manufacturing cost of sales. 

The figures for the manufacturing cost of sales are next 
brought together in the cost of sales record. To this must finally 
be added what we have called “commercial” cost, possibly for lack 
of a better name. This covers items of shipping, selling, admin- 
istration expense, shut down, etc. Now we have the total cost. 
When this is applied to sales the resulting profit or loss appears. 

That is only a very rough outline of our cost plan. The cost 
manual which we issue contains quite a lot of detail. It’s a book of 
about a hundred pages. I have just got the printer’s proof with 
me here, so you can get the general idea of the thing. It contains 
a complete card of accounts; it has a plan of stores and pay-roll 
distribution which can be used for the industry as we find it; it 
covers the detailed methods of distributing each expense group, in- 
cluding the various distributions of expense from one group to 
another; and it includes a few pages on the question of budgets 
and the tracing of the variations from the budget operating control 
—that is to say, how the costs are controlled in the mill by managers 
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and executives. Under this last heading we have a number of 
forms that are used to procure the information from the mill. It 
must be remembered that it is in the mill, after all, that all cost 
figures start; and it is well to have a good set of operating forms 
used for gathering the information from the mills. The manual 
ends with some suggestions with respect to the use of cost state- 
ments by executives and managers. After all, you can make up all 
the cost figures you like and all the cost statements you like, but 
if they are old and if they are not used by executives, you can throw 
them all in the waste basket because they will not be of much use to 
you. 

Our revised cost system, of course, is based upon all that has gone 
before, and represents the best thought in the news print industry. 
The material is now or will be very shortly available to the industry 
and to yourselves. 

Dean Madden told he that you might also be interested in what 
has been the outcome of all this work. The news print industry 
has proceeded with its study of cost comparisons. In these com- 
parisons we emphasize conversion costs, rather than total costs. 
We are not interested in the cost of raw material from the manu- 
facturing standpoint, but we do compare the costs of conversion in 
making the paper, such as making the pulp, producing the steam, 
ete. In this connection a small special manual of eleven pages was 
prepared, which gives definite instructions as to what should go 
under each item of expense that is reported to the News Print 
Service Bureau. These conversion figures are sent in to us reguiar- 
ly and cover such items as ground wood—that is, the mechanically 
ground wood, chemical pulp or sulphite, steam—the production 
of steam per thousand pounds, and, finally, the conversion cost of 
making the news print paper. We have gone into these four sub- 
jects thoroughly, and we make up comparative costs of these items, 
regularly, monthly and accumulatively. 

The percentage of concerns coéperating in making these com- 
parisons is large. At present concerns covering the larger part of 
the tonnage of the North American Continent are comparing, 
through our office, their conversion costs of making paper. This, of 
course, can only be done when men are talking the same language; 
and by a gradual process of education the manufacturers of news 
print paper are talking the same language. When they say, “Our 
cost of so-and-so is a certain figure,” they know what they mean and 
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they are aware of what should go into that element. Of course, 
there are always minor exceptions, but on the whole the standard- 
ization of cost groups has been very fully carried out. 

Many technical problems have come up in this work. We have 
had to gather much engineering data showing why cost figures 
are what they are, and in this connection we get out comparative 
operating efficiency reports, showing how mills are operating. It 
is only im this way that variations can be traced and improper con- 
ditions remedied. I may say, without exaggeration, that compar- 
isons of this type in the news print industry have saved many many 
thousands of dollars to individual manufacturers and to the whole 
industry. 

In following up this matter of costs we had to get back of the 
news print pulp and paper mills and go into the woods, back into 
the standing timber. It was not sufficient to start with the pulp 
wood delivered at the mill; it was necessary to find out what the 
wood was costing us. For that purpose we made detailed studies 
of cost accounting methods in the woods, and we prepared a plan a 
year or two ago recommending methods of cost accounting for the 
logging operations. Thus you see that we have tried to cover the 
whole field, from the standing timber to the rolls of news print 
coming off, and being shipped from the mills. 

That gives you very briefly, gentlemen, a resumé of what we have 
been trying to do. And let me add that if we can codperate with 
you in any way in the instruction that you are bringing to your 
students along these lines, we would like to do so. We would 
consider it an honor and a pleasure to do so. 
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COST FINDING IN THE PRINTING INDUSTRY 


By Henry Buereruz, New York Employing Printers Association 


The United Typothetae of America is thirty-nine years old. It 
began its accounting activities in 1909, and in that year our stan- 
dard cost finding and accounting system was adopted. The prin- 
ciples of this system have been endorsed by each succeeding annual 
convention, and in the main stand now as originally agreed upon. 

To acquaint you with some of the features of the standard cost 
finding system of the printing industry, I am going to use our 
summary of department costs as a basis. This summary of depart- 
ment costs is compiled monthly. By the fifth of the month, usually, 
we are able to take a summary of department charges for the 
month just passed; and in that way we are in a position at all 
times to change our hour costs if they are not within our set-up 
hour costs, and thereby protect ourselves against undue loss. 

The cost summary, of course, follows the departmentalization 
of plant which has been established; that is, it is organized in 
terms of the natural divisions of operation and cost. I will first 
call attention to the division of administrative expense. This 
includes all of the administrative expenses of the business and is a 
substantial department in every printing plant. The other princi- 
pal divisions of charges outside of production are: selling; general 
factory storage and handling; packing, shipping and delivering. 

Our principal productive cost centres are the following natural 
divisions: hand composition; machine composition; job press; 
cylinder press; cutting machine; folding machine; and bindery. 
These departments, of course, can again be subdivided. For ex- 
ample, hand composition can be subdivided into hand composition 
and stonework; machine composition is of three kinds, linotype 
composition, monotype keyboard and monotype caster; job presses 
can be divided into sizes, small jobbers and large jobbers hand fed 
and then small jobbers and large jobbers automatically fed; cylin- 
der presses also can be classified into large, small, and medium in 
hand fed and also in automatic fed. 

AF ter the productive cost centers are set up a careful survey of 
the plant is required to determine the distribution. I will briefly 
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call attention to our method of distributing the more important 
items. Rent is allocated on a gross area basis. Each department 
is measured off with a tape line, and after the area occupied by each 
department has been determined rent is distributed in proportion. 
Insurance is distributed over the departments on the basis of in- 


. yestment; that is, the investment in the department being protected 


by insurance. Taxes are distributed on the same basis. In the 
case of depreciation a fairly direct assignment is usually possible. 
We write off ten per cent per annum on machinery, and on equip- 
ment twenty-five per cent. On type faces and on monotype metal 
we take two per cent of the amount of metal melted and on lino- 
type metal three per cent. To cover interest on plant investment 
we take six per cent per annum on the original cost value of the 
fixed assets, including machinery, furniture and fixtures, and equip- 
ment, and also the average accounts receivable and work in process 
and materials inventories. The total amount of interest so charged 
shall not exceed six per cent of the total employed capital. This 
covers the principal fixed charges. These remain stationary for the 
period of a year, provided no great alteration has been made in the 
plant. 

Under current expenses the most important item is of course 
wages. To obtain our labor costs we use an individual pay-roll 
record. This record is made up from the daily time tickets. An 
employee makes out his time ticket each day; it is returned to the 
office and checked up for the full eight hours, or whatever the work 
day may be; and it is posted to the pay-roll and also to the indi- 
vidual job. 

We make a distribution of light on the basis of candle-power 
hours or on the basis of light stations. Power is distributed on the 
basis of horse-power hours. Let me explain our procedure in this 
case. We take the total running hours, multiply it by the horse- 
power in each department, and obtain the total horse-power hours. 
Dividing this result into our power bill we get the rate per horse- 
power hour. This rate is multiplied by horse-power hours con- 
sumed in each department to obtain the charge to the department. 

Wherever we can obtain the cost for spoilage, or place the 
responsibility on a particular department, we charge the amount of 
this element direct to that department. Wherever we cannot locate 
or find out who is responsible for the spoilage, we charge it to 
general factory expense. Departmental direct supplies and ex- 
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penses are obtained through the voucher register. As bills come 
through they are O. K.’d and they are marked for charge to partic- 
ular expense accounts of particular departments. Later the 
charges to the departments are made in accordance with these 
indicia. I will not take the time to comment on our other “current” 
expenses, so-called. 

Under the head of general administrative expenses, the principal 
items are the salaries of executives and salaries of office staff. Such 
charges as association dues, publications, etc., are included under 
the head “general expense.” We also maintain an account for 
office expenses, which covers postage, telephone, and other related 
items. 

We set up a reserve for bad debts regularly, using the percent- 
age of one per cent on the net sales for the month. Selling ex- 
penses are charged to the selling department. They include salaries 
and commissions, traveling expense and advertising. 

Having determined the total of our departmental expenses 
various problems of distribution arise. First, we must make a 
distribution of general administrative expense. We find, let us 
say, that thirty per cent of the general administrative expense is 
chargeable to selling, that ten per cent is chargeable to general 
factory, and that sixty per cent is what we call “general commercial 
expense.” General factory expense, in turn, must be distributed. 
We make this distribution by taking the total direct charges of all 
our productive cost centers and dividing it into our general factory 
expense. This gives us, let us say, fourteen per cent to be dis- 
tributed over general cost centers. General commercial expense is 
similarly distributed. 

We arrive at a total cost of our departments in the printing 
industry work on a productive hour basis. The amount of the 
productive hours in each department is also recorded upon our 
summary sheet. The number of hours divided into the total cost 
of the department in each case gives the cost per hour. We can 
also obtain our wage rate by taking these productive hours and 
dividing them into wages, which gives the wage cost per productive 
hour. 

After the department cost summary is completed it is entered 
on another form, called the “Yearly Record of Cost and Pro- 
duction.” By means of this record we accumulate an average 
cost or standard cost. That is, we consider that in a period of 
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twelve months we have covered all the conditions that a printing 
plant goes through in a normal period, and that therefore at the 
end of the year we have an average total cost and an average cost 
per chargeable hour. This gives an excellent basis for setting up 
the budget estimates. 

In machine departments we also obtain the average number of 
impressions per running hour over a period of a year and also for 
the month. In one particular case, for example, our impressions 
were 463,975 for the month. This amount, divided by the number 
of running hours, 386, gives an impression average of 1202 per 
running hour. 

Some of our members use an accounting system which inter- 
locks with the cost sheets. For such cases we have a regular chart 
of accounts we make out for each type of organization. From this 
we construct our books and apply the United Typothetae of 
America standard accounting principles to them. 


We maintain on our books a reserve for manufacturing over- 
head, and this reserve takes care of the fluctuation between the 
set-up hour cost and the actual cost each month. 

As the summary cost sheets are completed each month, copies 
are mailed to the United Typothetae of America in Chicago; and 
from them they prepare a booklet each year cailed the “Ratios of 
Composite Printing Costs.” This book is organized on the basis 
of sales; that is, plants are classified according to their volume of 
sales. As this book is completed each member of the Association 
receives a copy of it. He then can take his yearly summary of 
department costs and make comparisons; compare his shop to shops 
of the same size as his and note the differences. At this point the 
cost system has its greatest value. We are able through the cost 
sheets and our accounting records to go back and eliminate waste 
and reduce costs. 


If I may I would like to emphasize briefly this matter of the 
uses to which accurate cost records can be put. Too often the 
conclusion is reached—with the realization that selling prices are 
not sufficient to cover the cost and give a fair margin of profit— 
that selling prices should be increased. This is dangerous. In 
general I believe that increase in prices should be viewed only as a 
last resort. Why not reduce costs? At any rate, accurate, classi- 
fied cost records give us a basis from which we may ask ourselves 
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some pertinent questions, and it may well be that some of our costs 
can be reduced. Let me give a few examples. 

Rent. How many square feet of floor space have we idle? A 
smaller place with sufficient space would save how much? 

Waces. Are we putting higher salaried and skilled workmen 
on work that can be done at a lesser wage cost? 

INTEREST ON INVESTMENT AND DEPRECIATION. Have we money 
tied up in unused or seldom used equipment which grows obsolete 
as fast as it would wear out if used? 

Sauaries. Proprietors should make a reasonable provision for 
their own salaries. Profits do not begin until all expenses have 
been considered. The proprietor’s salary should be included in 
these expenses. Probably the total of the office clerical salaries 
looms too large for services rendered. However, small salaries 
are not necessarily productive of really good work. Fewer but 
efficient and high-priced clerks and bookkeepers may be a real 
economy. And mechanical devices! Why add, subtract, multiply 
and divide by hand? It is extremely costly. Also there is a big 
difference between bookkeeping and keeping books. A bookkeeper 
who can get information ont of the books is of far greater value 
to an executive than one who can merely put this information into 
the books. 

GENERAL AND OrFice Expense. Necessary office supplies cannot 
be dispensed with. Are all the office supplies purchased necessary? 
Are the needs anticipated sufficiently in advance to effect a saving 
in their purchase? Telephone and telegraph bills may justify a 
careful scrutiny. Stationery, postage, petty cash items, etc., etc.— 
all are worth attention. Who was it that said, “Trifles lead to 
perfection but perfection is no trifle?” 

Detivery Expense. Does messenger waste time in delivering 
and does he help in shop between trips? 

ADVERTISING. Does present advertising justify expense or could 
it be made more effective? Are we using expensive display space in 
telephone books and how much work does it produce? 

AssociaTION Duss, Trape MaGazinges, ETc. Are our dues 
good investment; ie., do we know what is available for our use and 
take full advantage of what is offered for our benefit? Do we read 
our magazines? 

Sates Discounts. If we make ten per cent and give a two per 
cent discount we give away twenty per cent of our profit. Does our 
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profit justify a discount and if so how much? 

Bap Dests (RESERVE). To make a monthly provision for bad 
debts is to face facts. Membership in a credit association should 
not be a substitute for this account. It may, of course, materially 
reduce the monthly allowance. In addition to making this monthly 
charge, a careful check-up should be made at stated intervals to 
ascertain if the monthly provision is adequate. It bears watching. 
If an account is worthless it should be written off. Should any 
portion of an account previously written off be collected, the 
amount collected should be credited to an account called recovery 
on bad debts, or similar designation. 

SALARIES AND COMMISSIONS FOR SatesMEN. If two or more 
salesmen are employed, a separate account should be maintained 
for salaries and another for commissions. These accounts are then 
to be further analyzed and classified records kept of performance. 
If salesmen do work other than strictly selling, proper recognition 
should be given. An analysis of sales to ascertain to what extent 
this expense is recovered will be helpful. 

GENERAL AND TRAVELING. Again, if two or more salesmen are 
employed, a separate account should be maintained for each sales- 
man so that a proper analysis can be made. All general selling ex- 
penses not so identified are to be charged to a general selling ac- 
count. The Metropolitan Life Insurance Company has recently 
issued a pamphlet dealing with “Methods of Handling Salesmen’s 
Expenses” in which the following are discussed at some length: 

(1) The usual sort of traveling expenses incurred by road men. 

(2) Expenses which arise as a result of the use of automobiles 

by the salesmen. 
In arriving at the total selling expense, not only should the direct 
selling expenses be considered, but all other expenses such as 
stenographer’s time, telephone, telegrams, stationery and other 
incidentals. 

REPAIRS AND REPLACEMENT OF MACHINERY AND UPKEEP. Do we 
see that proper care is taken of our equipment; that it is oiled, 
cleaned, and covered when not in use? 

Sportep WorK AND RETURNS AND ALLOWANCES. Are employees 
competent and careful? What do the production records tell? 

Hours Soup. Do they justify the equipment carried, the selling 
expense and supervision ? 

Hours Inte. Could they be used for work in other departments 
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or could work be so arranged that it would not be necesary to carry 
so many employees? An employee at $30 a week idle one third of 
the time is costing at the rate of $45 a week for work done. 

Hours Cuarcep Acainst SHop or Orrice. Does it come fairly 
close to the known output of a good operator? 

INDIVIDUAL’s PropucTion. Is it above or below the general 
average? 

In conclusion I would like to refer to our educational work. To 
equip ourselves with competent bookkeepers, cost clerks and ac- 
countants, we organized a school. In this school we have courses 
in accounting for printers, advertising for printers, cost finding for 
printers, estimating for printers, selling for printers, Typothetae 
average production records, modern production records. We also 
have a course in business printing conducted at Columbia Univer- 
sity by Mr. Oswald; a course in applied design in printing, con- 
ducted at Mechanics’ Institute; a School for Composing Room 
Apprentices, conducted at 106 West 14th St.; and a School for 
Printing Press Men, conducted at 240 West 40th St. 

That is our educational program, and in this work we train men 
for our industry, to take the places of those as they branch out and 


go on up in the work. 
If there is any way in which we can coédperate with you in your 
work we would be very glad to do so. 


EARLY INSTRUCTION IN ACCOUNTING 
By J. R. WitpMan, Haskins and Sells 


Professor Himmelblau said he would like to have me describe 
very briefly the beginning of instruction in acqounting. I haven’t 
the exact information at my disposal, but I would give credit to 
the Wharton School of the University of Pennsylvania, where I 
understand the first instruction in accounting was given. New 
York University followed suit shortly. I didn’t have the privilege 
of being there at the time the work was inaugurated, but appeared 
on the scene shortly afterward. 

I can’t give you first-hand information as to what happened in 
the first few years. I have been told that the men who undertook 
to teach accounting when the school was organized admitted they 
had very little idea of what it was all about. They got some men 
from the practical field, out of accountants’ offices, to come up in 
the evening and talk to a small class of about thirty students, and 
I am told that they first began to try to teach them theory and that 
all the members of the class went to sleep. The situation was 
getting quite desperate when Professor Dennis evolved the idea of 
giving them something to do to keep them awake, and he introduced 
the first sets, I believe, which were used in university courses of 
instruction in accounting. They were full sized books of account, 
and they were accompanied by a syllabus of transactions; and the 
members of that class were required to work out these transactions, 
put them into the books, and make some statements from them. 
This proved of very great interest, I am told, to the members of the 
class, and really saved the situation. 

Out of that bookkeeping work, because that’s about all it was, 
grew the use of problems. I am sure from my early experience that 
there were no pedagogues in the group. They were hard-headed, 
practical accountants, most of them, but they had very few and 
hazy ideas about teaching. I recall my astonishment when I first 
went to New York University as a student to find that the problem 
course began with problems dealing with a statement of affairs and 
deficiency account. It seemed to me at the time that it would 
have been more logical—not having any knowledge of teaching my- 
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self, of course, I had no authority for my ideas—to wind up with 
a statement of affairs and deficiency account rather than to start 
with one. I recall distinctly that there was no order concerning 
the work. The instructor or professor who handled the class in 
problems was a very busy practicing accountant. He gathered a 
number of C.P.A. problems—that was the basis for the whole thing 
in the early years; and he worked out his own solutions on pieces of 
paper which he kept in the lower left-hand drawer of his desk, filed 
away with the problems. A few minutes before six o’clock in the 
evening he would rush into his office and reach down and pull out 
a problem and put it in his pocket and rush up to Washington 
Square and meet his class at a quarter of eight, and—this is no 
exaggeration, it’s a fact—we were just as likely to have Problem 
17 to-night and Problem 17 again next Wednesday night as anything 
else. There was absolutely no order to it. He picked the first one 
which came to his hand, plastered the solution on the board, and we 
sat there like a lot of dummies and copied the solution. 

There was no explanation. If any member of the class dared 
to raise a question, he certainly got it. “What do you mean by 
questioning this solution? Who do you think you are that you 
challenge anything which I have said or done?” With the result 
that there was never any discussion. 

That sort of thing went on for two or three years, to my knowl- 
edge, and I don’t mind saying that I learned an awful lot from that 
kind of instruction, because I put an awful lot of time and effort 
into it myself. That could be done in those days. I get rather 
peeved with students to-day who seem unwilling to buckle down 
to work, when I think of the progress which has been made in 
instructing—the orderly manner in which the material is presented 
to them and the skilled way in which the subjects now are taught 
and how easy it is for students to acquire a knowledge to-day—and 
then I look back and recall how we had to dig for everything we got. 
If some of our young friends of to-day had had that experience they 
would appreciate more what they are getting. 

The instruction in New York University, because it had its 
basis in this set material, naturally took the form of problem 
instruction, and while I understand to-day there are fine distinc- 
tions between the problem method and the case method, we looked 
upon it in those days as the problem method and undertook to do 
practically all our teaching in that way. We always told students 
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when they complained about not getting theory, that they were get: 
ting theory in every problem which they solved. Now, of course, 
that didn’t result in providing for them any correlated body of 
principles or correlated body of theory; and, after awhile, particu- 
larly in the case of the men who were preparing for C.P.A. examina- 
tions, the students began to get irritable. As a result of that more 
than anything else, a course in theory was developed. 

So I will close by saying that I think the foundation of all our 
instruction in accounting in this country rests upon laboratory or 
problem material and methods, and that the theoretical instruction 
which has followed has resulted from necessity more than from in- 
tent to provide them with a scientific curriculum embodying both 
theory and practice. 


THE CASE METHOD 


By J. Hues Jackson, Harvard University 


It is with pleasure that I tell you what I can regarding what is 
commonly called the “Harvard Case Method.” When the present 
Dean came to the School, approximately six years ago, and had had 
an opportunity to make a survey of the general work which was be- 
ing done in the School, he came to the conclusion that the substance 
of the instruction given in all of the courses in the School was not 
what it should be, and he conceived the idea, after a certain amount 
of experimentation, of developing in business education a type of in- 
struction which Dean Langbell had twenty-five years or more pre- 
viously so successfully worked out in the case of law, and which is 
being used so widely to-day throughout the fully recognized law 
schools of the country. That type of instruction, for want of a 
better name, we have called the “case method.” The case method is 
nothing more or less than an attempt to find a better way of teach- 
ing than we had before known, and I think when we have said that 
we have given the essence of the matter. It simply represents a re- 
alization on our part that our materials were not as satisfactory as 
they should be, and an attempt to better the quality of the instruc- 
tion and the substance of our work. 

The Business School had operated for a number of years what 
was known as a Bureau for Business Research. That seemed to be 
the logical agency to begin the gathering of materials of this kind, 
and so the Bureau of Business Research was asked to obtain teach- 
ing materials for the development of the case method. 

Professor Copeland, who was in charge of that work at that time, 
was a marketing man, so naturally, perhaps, most of the work done 
in the case system for the first two or three years was done in the 
field of marketing rather than in any of the courses in accounting. 
The courses in accounting have, indeed, not been very much develop- 
ed on the case basis even yet, except in the case of Professor San- 
ders’ course in industrial accounting. He can tell you more about 
that than I can, having spent the time in building up that work. 

We have met a great many difficulties, of course, in our attempt 
to develop and use this method. In the first place we have had a 
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very great task in getting the materials together. It has been 
a period of experimentation. We have made many mistakes and 
have perhaps benefitted by our errors to some extent. 

In the beginning the Bureau of Business Research took a posi- 
tion which many of the professors in the School felt was quite un- 
sound, namely, that any man whom they had on their staff could go 
out and gather cases in any field of business. For example, I am 
told that one man was sent out to get the most complicated case in 
business statistics which the course in business statistics had yet 
had who had taken but one-half year of statistics and had 
barely passed in that half-year’s work. He obviously didn’t do a 
successful piece of work, and the case was “junked” for the time 
being, although after two or three years it was worked over by 
someone else qualified to do that kind of work. The same thing has 
happened in other courses. Finally, we have reached the place 
where those who are in charge of the gathering of cases are 
convinced that the only people who can successfully gather cases 
are those with practical experience in that field of work; and at 
the present time—the reorganization of our plans has not been 
completed—the procedure which is being adopted as rapidly as 
possible is to have all of the cases gathered by men who have had 
anywhere from ten to twenty years actual business experience. In 
other words, we are going to the other extreme for the time being. 
Men who are not even college men but men who have made a success 
in professional life, are being asked to come in and spend their 
time in helping bring together a body of materials which will be 
satisfactory for use as cases in the teaching of the various courses 
in the School. 

Now, to come specifically to the accounting courses. We have 
not done so much in the accounting courses as in some of the other 
courses in the School. Professor Cole, for example, has always 
taught by the problem method, and he believes that the short prob- 
lem, containing the gist of an accounting situation, is the best 
possible teaching material. His outstanding success as a teacher is 
testimony to the success of the method. Professor Sanders, as an 
experiment, put his course in industrial accounting immediately on 
the case system basis, and many of you, at least, are familiar with 
the case book on that subject which was published a year or so ago. 

The course in auditing and accounting procedure, which I am 
at the present time teaching, we are putting on the case system 
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basis as rapidly as we can and insofar as it is feasible to do it. 

At this point I think I might differentiate between a problem and 
a case. (Mr. Wildman said he believed there was a difference, 
however faint it might be). Our conception of a problem, as I 
stated at Columbus two years ago, is the ordinary one, namely, 
a set of facts which is given to the student and from which he is 
to prepare a solution—whether it be in cost accounting, auditing, 
or C.P.A. problems of any type, or what not. In the case of a 
case, on the other hand, we go still further. For example, if I 
am trying to teach the verififiation of inventory, I may give a 
set of facts to a student concerning an inventory and say to him, 
“On the basis of these data what would you do? Work out a 
verification procedure.” That is what we would call a problem. 
On the other hand, I may give him that same set of facts and after 
giving him the complete set of facts, say to him, “The auditor in 
charge of this work obtained such and such records from the client. 
He then proceeded to do so-and-so, and the various and successive 
steps were thus and so, and at the completion of his audit he 
found that certain conditions existed, and he made certain changes 
in the accounts, or not, as the case may be, and he reflected the 
inventory in the balance sheet which he prepared for certification 
in this way. Did he do right? Criticise his procedure.” 

So the advantage of the case system, if there is any advantage 
to it, lies in the fact that in addition to having the facts stated in 
the problem, the actual procedure is set forth to the student and 
he has an opportunity to see, insofar as it is possible to present it 
in a classroom, not what he thinks would be correct, but the methods 
which were actually used by a firm of accountants in doing that 
particular piece of work. Whether that is an advantage or not 
remains to be seen. 

In the beginning the pendulum doubtless swung too far; that is, 
in the first case books which were published the problems used were 
all cases. The majority of the instructors who published those 
early case books believe, I think, that when they revise their text- 
books, if they have not already done so, they must take out a con- 
siderable number of cases and put in problems. In other words, I 
believe there is a feeling, and that is certainly true in the accounting 
courses, that we cannot use case material alone; that we must use 
a combination of problem material and case material. The reason 
for this is that in the use of cases the student does not have a great 
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deal of actual work to do himself. It is a question of looking over, 
or surveying, if you please, what has been done by somebody else. 
In the case of problem work he has got to get down to brass tacks 
and do the work himself. A combination of these two types of 
instruction means assigning problems in which the student must do 
the work and at the same time assigning cases which will be used 
for study and discussion. 

I can tell you more about the actual use of the case method in 
the course in auditing and accounting procedure than I can in the 
case of cost accounting. In the case of auditing, my plan—and it 
has only been an experiment for the last three years, because I feel 
very much unsatisfied with the general content of the course to date 
—has been to take a long problem (the problem which we are using 
this year consists of 100 or more pages of single spaced typewritten 
material), divide it into ten or twelve sections, and give it to the 
student section by section. This problem requires the student to go 
through a complete audit verification, building up his own set of 
working papers, preparing accounts for certification, writing his 
own report and preparing the Federal tax return, if time permits 
for that particular piece of work, during the half year’s work. At 
the same time the student is also handed numerous short cases, 
involving a description and discussion of the verification pro- 
cedure or other matters relating to the various parts of this problem. 
For example, one part of the problem deals with the verification of 
capital assets, and at the same time that the student is working 
out that section of the problem he is given perhaps five or six short 
cases also dealing with the verification of capital assets, presenting 
different espects of the problem and enabling him to study the meth- 
ods which are followed by accountants in actual practice. 

In the course in accounting theory we have not yet developed 
the case system to any extent. That will come later. 

This general scheme, therefore, which we are attempting to use at 
the present time, while it is not perfect, seems to be giving 
much better results than any other method we have used in the 
past; and we believe that with a reasonable amount of experience 
and additional hard work on our part that type of instruction can 
be worked out very successfully and be made to strengthen our 
courses very materially. 
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ROUND TABLE ON THE TREND OF ACCOUNTING 
INSTRUCTION 


Professor Himmelblau led an interesting discussion of this 
topic which was participated in by teachers from several institu- 
tions. Among the matters considered were recent changes in 
courses given, developments in methods of instruction, the possibil- 
ity of granting a distinct degree in accounting, and the possibility 
of the development of independent professional schools for students 
of accounting. 


BUSINESS MEETINGS 


At the first session, December 29, President Kester appointed committees 
as follows: 

Auditing—P. E. Bunker, Weldon Powell, and W. J. Goggin, Chairman. 

Nominations—Spurgeon Bell, G. E. Bennett, W. A. Paton, H. T. Scovill, and 

J. R. Wildman, Chairman. 

Dinner Arrangements—Nina Miller and William Coan. 

Resolutions—A. J. Barlow, H. M. Heckman, G. A. MacFarland, G. H. New- 
love, J. J. Reighard. 


At the afternoon meetings, December 29, the report of the Committee on 
Research was submitted by J. R. Wildman, chairman. The report was re- 
ceived. After some discussion it was moved and carried that the Committee 
on Research for the following year be instructed by the new president to 
formulate and undertake a program of research. 


At the morning session on December 30, President Kester appointed W. A. 
Paton, J. R. Wildman, and J. H. Jackson, chairman, as a Publication Plan 
Committee, and instructed the Committee to be ready to report at the regular 
business meeting in the afternoon. 


The regular business meeting of the Association was held at four o'clock, 
December 30, with President Kester presiding. 

E. J. Filbey, secretary-treasurer, presented his annual report. The report 
was duly accepted. 


The report of the Committee on Constitution and By-laws was presented 
by T. H. Sanders, acting for the chairman, G. W. Eckelberry. The report was 
accepted and the Committee continued. The report of the Committee on 
Publications was presented by W. A. Paton, chairman, and was accepted. 
H. T. Scovill reported for the Committee on Membership. The report was 
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accepted. In addition reports of standing committees were submitted and 
accepted at this time as follows: 


Cooperation with the American Institute of Accountants, by J. Hugh 
Jackson, Chairman. 


Cooperation with the American Society of Certified Public Accountants, by 
F. H. Elwell, Chairman. 

Curriculum, by J. L. Dohr, Chairman. 

Classification and Rating of Courses, J. T. Madden, Chairman. 


President Kester stated that the Committee on Cooperation with the 
National Association of Cost Accountants of which J. O. McKinsey was chair- q 
man, was not able to report owing to Professor McKinsey’s inability to attend 
the meeting. He added that he knew that the Committee had made little 
actual contact with N. A. C. A. during the year, largely due to the fact that 
Professor McKinsey had been unable to get in touch with Secretary McLeod 
upon the occasions when he was in New York. 


The report of the Committee on Publication Plan was presented by J. 
Hugh Jackson, chairman, and was adopted. Chairman W. J. Goggin sub- 
mitted the report of the Auditing Committee, which was duly accepted. G. A. 
MacFarland reported for the Resolutions Committee. Professor MacFarland 
included, informally, two resolutions which had been omitted in the report 
drawn up by the Chairman of the Committee. One was a resolution of ap- 
preciation to the management of the Hotel McAlpin for the service rendered 
to the Association. The other was a resolution to extend greetings to 
Professor Hatfield and to express regret that he was unable to attend the 
meetings. 

The report of the Committee on Nominations was presented by J. R. 
Wildman, chairman. The following officers for the year 1926 were nominated : 

President: E. J. Filbey, University of Illinois. 

Vice-President for three years: W. S. Krebs, Washington University. 

Secretary-Treasurer: G. W. Eckelberry, Ohio State University. 

The Secretary was instructed to cast the unanimous ballot of the Associa- 
tion for this slate, and the nominees were declared elected. 


After remarks by President Kester and President-HBlect Filbey the meeting 
was adjourned. 
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REPORT OF THE SECRETARY 


Enrolled December 27, 1924 to December 26, 
Resignations (voluntary and involuntary) December 
Net Increase 31 


(Signed) Epwarp J. 
Secretary. 


REPORT OF THE TREASURER 


1. Dues Statement 


Analysis of Receivables 


Dues receivable December 26, 1924 .00............cccccceeceees $ 438.00 
Dues assessed in 1925 (477 members) .......................00000 


Received in 1925 per Cash Statement ........... $1,146.00 
Less 1926 dues advanced 


1,149.00 


$ 450.00 
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Add 1925 dues paid in 1924 xs i 

| Dues uncollected | 
Less bad debts written off in 1925 270.00 H 

Dues receivable December 23, 1925 
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Composition of Dues Received, 1925 


Total dues, as per Cash Statement ...............0.00..e $1,146.00 


2. Cash Statement 


Balance on hand December 26, 1924, per last report ............ $ 913.99 
Receipts during 1925 
Dues received from members ......................000.. $1,146.00 
Received from libraries for Proceedings ........ 20.00 
ON TUNG 11.61 
Disbursements during 1925 
Clerical and stenographic work ......................... $ 121.11 
Stationery, office supplies, and miscellaneous 
printing ............. 175.70 
Printing of Proceedings ................ $419.50 
Printing of Magazine Number .... 432.50 852.00 
Telegrams and telephone calls .......................... 2.23 
Total disbursements for year 1,254.06 
Balance of cash December 23, 1925 ..............0...0..cccccceeeees $ 837.64 
Represented as follows: 
Cash in checking account ..................0..cccccceee $ 441.48 
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3. Reconciliation with Bank Book 


Balance in checking account, per books of treasurer ...........$ 441.48 
$ 441.48 


Less checks outstanding (none) 


Balance as per treasurer’s DOOKS $ 441.48 


4. Operating Statement 


Income 
Dues assessed during year ...............0... $1,431.00 
Other income (interest, and sales to libraries) 31.71 
Expense 
Printing, clerical services, postage, and 
$1,254.06 
270.00 
Net deficit for year from operation «0.0.0.0... ee $ 61.35 
Plus charges against surplus resulting from adjustment 
of dues prepaid at December 26, 1924 0.000.000.0000... 9.00 
Net decrease in equity of Association ...............0.000..0.ee. $ 70.35 


5. STATEMENT OF FINANCIAL CONDITION, 
DECEMBER 23, 1925 


Resources 
Cash in bank, per Cash Statement «0.0.00... eee: $ 837.64 
Less allowance for uncollectibles ............ 200.00 250.00 
Filing cabinet in Secretary’s office 12.00 


Total resources 


D 
0 
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Liabilities and Net Equity 


1,045.64 
Total liabilities and net equity $1,099.64 


(Signed) Epwarp J. 
Treasurer. 


REPORT OF THE COMMITTEE ON CONSTITUTION 
AND BY-LAWS 


Professor Eckelberry wrote me ten days ago and asked me if I 
had any suggestions for the Committee on Constitution and By- 
laws. He also requested that I present my suggestions in a hurry 
since thirty days’ notice had to be given to the membership to 
make any action in the matter possible. I replied as fast as I 
could, but I understand that we are not in time, under the con- 
stitution, to make any formal motion. 

However, informally, I wish to bring forward a suggestion from 
the Committee. In the past the Committee on Constitution and 
By-laws has attained some notoriety on account of the offering of 
certain revolutionary proposals, which have usually been turned 
down. The Committee for this year, therefore, thought that it 
would like to make a suggestion in a somewhat opposite direction. 
It is our opinion that the Association might avail itself a little 
more than it does now of the wisdom of its ancestors. At present 
the Executive Committee of the Association consists, as you can see 
by referring to the program, of the present officers of the Associa- 
tion. The specific suggestion is that in the Executive Committee 
there be included the past Presidents of the Association for either 
the last three years or the last five years, whichever may be deemed 
best. 

As I said, we are too late to make a formal motion this year, but 
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this suggestion is put forward; and Professor Eckelberry asked me 
to receive any brick-bats that may be forthcoming on the project. 
T. H. Sanpers, for the Committee.* 


*The other members were W. S. Krebs and G. W. Eckelberry, Chairman. 


REPORT OF THE COMMITTEE ON PUBLICATIONS 


The Committee on Publications had a very specific assignment 
handed to it for this year, namely, to get together, if possible, a 
volume of papers somewhat similar to the annnal proceedings, and 
issue it before the next annual meeting. The Committee has 
accomplished that task, after a fashion, and it will not be necessary 
for me to make very much of a report because, in a way, the publica- 
tion speaks for itself, though, perhaps, not very fluently. 

I will, however, take a few moments to say something about our 
work—to tell you just how we went at this matter. In the first 
place, you may be interested to know something about the collection 
of the material. Of course, it is prefectly obvious that under the 
circumstances the material had to be solicited; as we had no stand- 
ing as a periodical we couldn’t expect any considerable number of 
voluntary contributions. One method of going at it would have 
been to write to all members inviting contributions. Instead of 
that the Committee proceeded rather arbitrarily to write to about 
twelve per cent of our membership, specifically inviting contribu- 
tions. 

With respect to the amount of material, I will say that we were 
very much pleased with the response. Although I was fairly 
optimistic about the project I was really surprised by the number 
of promises to contribute which were given, and by the extent to 
which the promises were actually fulfilled. There were a few bad 
accounts, but the general result of our solicitation was very satis- 
factory. In fact, so many promises were received that the 
Committee began to be embarrassed, and we didn’t exert very 
much pressure on those who had tentatively agreed to contribute 
after it became clear that an abundance of material would be 
available. As those of you who have examined the volume know, 
we collected a large number of papers, even more than were neces 
sary for a fairly satisfactory number. 
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With respect to the quality of the material, I think the most that 
can be said is that it is fair. I don’t feel, personally, so very 
enthusiastic on this point. A great deal of the material came into 
the Committee in rather poor form. Most of it was not exceptional- 
ly good either from the standpoint of literary style or excellence ot 
content. Taking it on an average, however, I think that we can say 
that it was satisfactory for the purpose. 

With respect to the possibilities in the future in these connec- 
tions—that is, amount of material and the quality, I think that 
as far as the amount of material is concerned it is just a matter of 
work. If the Committee from year to year—assuming that the 
project is continued in some form—will really put its shoulder to 
the wheel and not let matters drift, I don’t think there need be 
any doubt that a large amount of material substantially of the 
character of the material in the present volume can be secured. 
Further, it should be possible to improve the quality of the material 
somewhat as time goes on. 

I think it is fair to say that in an organization of this type we 
need not insist that every single bit of published material we may 
utter shall be revolutionary, from the standpoint of adding to ac- 
counting doctrine, or that it shall have tremendous literary value. 
The interest taken in this experiment shows that we have many 
members who are anxious to express themselves, and within reason- 
able limits I think it is desirable that a vehicle be offered for them 
to do so. That doesn’t mean, of course, that the standards of 
publication should be lax. 

I won’t say anything about the organization of the material. 
The Committee followed, more or less, the tentative plans of earlier 
committees who have been considering this question; and I think, 
on the whole, that the organization of the material was fairly 
satisfactory. 

I needn’t say anything about make-up and printing. Again our 
efforts speak for themselves. Thus far I have noted only one 
blunder of any consequence. The special running title for the re- 
views section has been omitted, this material being included under 
the head of round table. 

Just a word as to the contributors. I think it would be a mis- 
take to assume that the cream has been skimmed. That is, it would- 
n’t be fair I am sure to say that we have exhausted all the possibili- 
ties by going to all of the best prospects. 
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Just a few comments with respect to the continuity of any such 
project. I have already indicated that a considerable amount of 
material can be gathered if proper attention is given to the matter. 
On the side of expense, Secretary Filbey tells me that this issue cost 
us around $400, and that it was financed without any material 
reduction in the cash balance at the present moment as compared 
to the cash balance at the end of the preceding year. 

This Committee doesn’t feel like making any very definite sug- 
gestions with respect to the future. If we are willing to make any 
recommendation at all, it would simply be this, that the Committee 
feels that some project of this type ought to be continued. That is, 
we believe that we ought to keep hammering away at this matter 
of publication, and if possible, continue to issue something year by 
year in addition to the printed volume of Proceedings. From the 
standpoint of availablity of material and from the standpoint of 
finance, the Committee feels that that is feasible. 

W. A. Paton, Chairman.* 


*The other members of the Committee, J. P. Adams, BE. J. Filbey, E. A. Heil- 
man, and J. O. McKinsey, concur in this statement. 


REPORT OF THE COMMITTEE ON PUBLICATION PLAN 


The Committee on Publication Plan has had this subject under 
careful consideration since Monday. The whole matter has been 
fully discussed with Mr. Kester and Mr. Filbey and with a number 
of others in the Association. We are informed that the total 
amount of matter published during the past year is in the neighbor- 
hood of 350 pages. On the basis of this showing the Committee 
has certain definite recommendations which it would like to present 
to you at this time, in order to place the matter definitely before you. 
The Committee believes, as do a good many of the members of the 
Association, that an association of this kind could contribute some 
very valuable material if a proper medium were afforded. The 
Committee therefore recommends, first, that beginning with the 
coming year the Association publish a quarterly magazine of from 
eighty to one hundred pages per issue, the publication to be handled 
entirely and solely by the Association. This proposal raises at once 
the question of cost. Mr. Filbey states that four issues of the size 
mentioned will cost approximately $1,000. Taking into account 
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any honorarium which might be given to the Editor and to the 
Secretary of the Association, who must bear the burden of the work, 
we estimate that, at the outside, such a project would cost approxi- 
mately $1,500. 

According to the by-laws as they were amended two years ago, 
it was provided that if a regular publication was issued the dues 
should automatically be raised to $5. The Committee, however, 
believes that it is not necessary to make the jump to $5 at the 
moment, but we do recommend that the dues be raised to $4 for the 
coming year, in order to cover the subscription price of the maga- 
zine and to meet the total expense. On the basis of our membership, 
even assuming that a few may drop from the membership because 
of the small increase in dues, which we do not believe will happen, 
we will have $1,800 or more to cover the cost of publication, to- 
gether with the necessary running expenses of the society. That 
does not take into account the result of any campaign of advertis- 
ing which might be put on for the magazine. For example, if such 
a project is launched, undoubtedly announcements should be mailed 
to all certified public accountants, to comptrollers and treasurers 
of leading corporations, to libraries, and to other lists that are 
available to us. I think it is very conservative to say that we would 
probably secure at least a hundred outside subscriptions. 

We suggest that the magazine be known as “The American 
Accounting Review.” We suggest or recommend that it be pub- 
lished in the months of March, June, September and December. 
We recommend that the subscription price to outside individuals 
or libraries or others be $5. We recommend that the magazine be 
placed under the control of the Executive Committee, plus a pub- 
lications committee of five, to be appointed by the President for the 
term of one year. 

Two members of the Committee, Mr. Wildman and the Chairman, 
feel very strongly, and President Kester, I think, agrees with us 
fully, that if a proposition of this kind is put through, an honor- 
arium should be paid to the Editor and to the Secretary. We, 
therefore, recommend that an honorarium be paid to the Editor 
and to the Secretary up to $250, the exact amount of this to be left 
to the discretion of the Executive Committee. 

J. R. WitpMan 
W. A. Paton 
J. Jackson, Chairman 
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REPORT OF COMMITTEE ON MEMBERSHIP 


I wish to report that the membership of the society has in- 
creased in accordance with the Secretary’s report, and that he has 
done most of the work, although assisted somewhat by the members 
who have recommended people for membership from time to time. 

I feel that there are still great possibilities for increasing the 
membership provided every member will do his part. I might say 
in this connection that throughout the past year and other years 
when I have received communications from registrars, or from 
other channels, showing that Mr. X, Y, or Z was in charge of 
courses in accounting or allied subjects, in some institution that I 
had not heard much of, I have immediately recommended that that 
individual be nominated for membership in the Association. And 
I think if each one of us would try to keep his eyes and ears open 
for such possibilities, we could increase the membership consider- 
ably. Also, in line with the suggestions of some other members, 
Professor Paton especially, who conducted a campaign of this sort 
when he was secretary, we might attempt to increase our member- 
ship in the associate class from those who are not actively engaged 
in teaching, but are interested in accounting instruction work or 
accounting in any sense. 

I think our publication will help us considerably in getting an 
increase in membership in the associate group. If we can show 
them that we have a publication which is worthy of their con- 
sideration and of some of their time, many men interested in 
accounting in its various phases may be induced to see the light 
and spend $4 a year for membership, including the four 
publications. 


H. T. Chairman 


REPORT OF THE COMMITTEE ON COOPERATION 
WITH THE AMERICAN INSTITUTE OF ACCOUNTANTS 


The Committee on Cooperation with the American Institute of 
Accountants is glad to report a fine spirit of friendship and coopera- 
tion between the American Association of University Instructors 
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in Accounting and the American Institute of Accountants. Im- 
mediately after the appointment of the present committee the 
Chairman communicated with the Secretary of the American 
Institute of Accountants and received from him the suggestion and 
request that the committee find it convenient to send “current 
information about the accomplishments and purposes of the 
Instructors’ organization” so that it might be published in the 
current issues of the American Institute Bulletin. 

After consultation with President Kester, your committee sent 
a form letter, under date of April 15, to all members of the Associa- 
tion, setting forth the aims of the Committee for the current year 
and asking members to forward to the Chairman of the Committee 
news items of interest concerning themselves, their school, or their 
accounting courses. The Committee regrets to report that prac- 
tically no interest was shown in this matter, and insufficient 
material was obtained to make any news of importance prior to the 
July issue of the American Institute Bulletin. Two pages of news 
items regarding various members of the Association appeared in this 
Bulletin. The Chairman of your committee arranged through the 
Secretary of the American Institute for copies of this bulletin to 
be sent gratis to all members of our Association. Insufficient items 
of news were received to make it feasible to publish additional news 
notes regarding the Association. 

Under date of April 10, 1925, the Bureau of Public Affairs of 
the American Institute of Accountants issued its Letter-Bulletin 
No. 3 on “Credit Frauds.” This was an exceedingly interesting 
document of 30 pages, containing the results of a large amount of 
research on the part of the Bureau, and opinions on credit frauds 
worthy of the most serious consideration of all interested in account- 
ancy and allied subjects. Your committee, with the approval of 
your President, arranged to have this bulletin sent to all members 
of our Association. The bulletins were mailed from the American 
Institute of Accountants’ headquarters, our Association paying the 
postage. 

The Committee has also had under consideration the feasibility 
of giving additional training in accounting and auditing technique 
to those students who are primarily interested in the professional 
aspects of accounting and who intend to take up accounting as a 
career. The Committee accordingly suggested to the Committee on 
Education of the American Institute of Accountants that some 
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method of cooperation might possibly be worked out whereby our 
present courses in accounting and auditing might be supplemented 
by a practical course in the fundamentals of auditing and account- 
ing procedure. No definite conclusion has been reached regarding 
the feasibility of this work, the matter still being under considera- 
tion by the two committees. 


As a sign of the eagerness of the American Institute of Account- 
ants to be of service to accounting instructors throughout the 
United States your committee quotes from a letter recently written 
by the Secretary of the Institute to the Chairman of the Committee; 
the letter is as follows: 


“I think it might be of interest to you as Chairman of the University In- 
structors Committee on Cooperation with the American Institute of Account- 
ants to have a statement from the Institute relative to the Institute’s position 
in regard to the facilities which are offered hrough the library and Bureau of 
Information. 

“As you are aware, the Institute has a library which is at least the equal 
of any other accounting library in this country. It is in charge of a most 
competent librarian, under the direction of a committee consisting of many 
eminent members of the profession. 

“It is the feeling of the Institute that universities and other institutions of 
learning should be given every facility possible in the carrying forward of their 
educational work. I am confident that the Institute would be glad to have 
university instructors feel quite free to call on the library either in person 
or by mail and I think it might be interesting for you to bring this matter 
to the attention of your Committee.” 


Because of the meeting of the Association in New York this year 
it may be proper for your committee, in conclusion, to recall to you 
that of the four known copies of Pacioli’s original “Treatise on 
Double-entry Bookkeeping” two copies are in the library of the 
American Institute of Accountants. Your committee believes that 
many of the members of the Association will find it very interest- 
ing to see these precious volumes; the Institute librarian, we are 
sure, will be glad to show them. 


Respectfully submitted, 


H. A. FInnry 

Wa ter J. GoGccIn 

Ross G. WALKER 

J. Jackson, Chairman 


Reports of Committees 125 


REPORT OF THE COMMITTEE ON COOPERATION WITH 
THE AMERICAN SOCIETY OF CERTIFIED PUBLIC 
ACCOUNTANTS 


After correspondence with President Kester and Professor 
Jackson as to the work of certain committees, it was understood 
that the Committee on Cooperation with the American Society of 
Certified Public Accountants should interest itself primarily in the 
educational work of the several state societies of certified public 
accountants. You may at once think that such an effort would 
duplicate the work of the Committee on Education of the American 
Society of Certified Public Accountants, but it was believed advis- 
able for the university accounting instructors, as such, to bring the 
problem of professional education to the attention of the state 
societies. With the American Society and our own Association 
both stressing the necessity for closer cooperation and better under- 
standing between practitioner, instructor, and student, and the 
necessity for the scientific study of the real educational problems of 
our profession, certainly some helpful and encouraging results 
might be expected. 

Your Committee calls particular attention to the Report of the 
Committee on Education of the American Society of Certified 
Public Accountants presented at the September, 1925, meeting of 
the Society. The report was prepared and all the committee work 
done by Dean John T. Madden, and it will well repay any account- 
ing instructor to read it. 

Early in the fall, your Committee on Cooperation with the 
American Society of Certified Public Accountants sent the follow- 
ing letter to the secretary of each state society: 


Mr. John Brown, Secretary 
Society of C.P.A.s. 


The American Association of University Instructors in Accounting is 
anxious to establish a closer relationship between the practitioner and the 
instructor, and toward that end is asking the secretary of each state society 
to bring the following matters to the attention of his society: 

1. The report of the Committee on the Qualifications of the Junior Ac- 
countant adopted by the Accounting Instructors’ Association at its December 
1924 meeting, copy of which is enclosed herewith. We believe this report will 
be of genuine interest to every practitioner in your state. 
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2. The appointment by your President of a Committee, as suggested in 
the last two annual reports of the Committee on Education, American Society 
of C.P.A.s. It is hoped that such a committee will actively interest itself in 
the educational work of the profession within each state and will actively 
coéperate with the accounting instructors in charge of courses in the various 
colleges and universities. The report presented by Chairman John T. Madden 
at the Richmond meeting of the American Society in September, 1925, showed 
that, with three exceptions, state societies have done little toward really 
interesting themselves in the educational problems of their profession. If our 
profession is to advance and to maintain its position, the problem of preparing 
young men for its ranks must be given serious thought and attention. 

3. The extension of an invitation to the accounting instructors in your 
state to attend one or more meetings annually of your society, so that each 
may learn to know the professional men of the state, learn of the work they 
are doing, etc. In some cases, it may be possible, and practicable, for the 
state societies to invite students majoring in accounting in institutions of 
collegiate rank to one of their meetings. 

4. Consideration of the experience or time credit allowed by state 
boards of examiners to applicants who may have graduated as accounting 
majors from institutions of accepted grade. 

This committee plans to work very closely with the Committee on Educa- 
tion of the American Society of C.P.A.s (of which John T. Madden, 32 
Waverly Place, New York City, is Chairman, and with the Committee on 
Education of the American Institute of Accountants, of which John R. Wild- 
man, 37 W. 39th Street, New York City, is Chairman. We sincerely hope to 
hear from you that your Society is actively interesting itself in the educa- 
tional work of the profession. 

Yours very truly, 
Please address your Committee on Cooperation with 
correspondence to American Society of Certified 
Public Accountants, 
G. M. Fuller 
J. H. Jackson 
H. G. Meyer 
F. H. Elwell (Chairman) 


Early in December, a second letter was sent to those secretaries 
or chairmen of committees on education who had not replied to 
the first letter. 

Replies to these letters were received from: 

Alabama Iowa New York 
Arkansas Louisiana Texas 
Colorado Massachusetts Virginia 
Connecticut Mississippi Washington 
Illinois Missouri Wisconsin 


The replies indicate: (1) that several state societies have meet- 
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ings but once a year; (2) that several state societies have not yet 
appointed committees on education; (3) that several state societies 
are sincerely interested in accountancy education, and will give the 
matter their early attention; and (4) that three or four state 
societies have been very active in helping the accounting instructor 
in his attempt to solve the problem of accountancy education. 

The replies received from Alabama, Colorado, Illinois, Massa- 
chusetts, New York and Wisconsin were particularly encouraging, 
and evidence the fact that much may be done for the welfare of 
the profession if the instructor and practitioner only get together 
in this professional educational problem. 

A summary of the various ways in which state societies are 
interesting themselves in professional educational problems is as 
follows: 


Preparation of general bibliography on various accounting fields, par- 
ticularly auditing, for use of juniors. 

Inviting university and college accounting instructors within the state to 
at least one meeting each year at which points of mutual interest are dis- 
cussed. 

Consideration of time credit toward experience requirement of state boards 
of examiners for those who majored in accounting in universities of recognized 
standing. 

“Codperated with the State Education Department in the establishment of 
standards, the preparation of a syllabus, the appointment of examiners, and 
the like, and have codperated specifically with the various schools giving 
accountancy whenever opportunity has been afforded.” New York. 

Election of honor students majoring in accounting to associate membership 
in state society. (The Illinois plan referred to in Report of the Committee on 
Qualifications of the Junior Accountant.) 

Invitation extended to students majoring in accounting to attend one or 
more meetings of the state society. 

Lectures by members of the state society before accounting students, upon 
various accounting topics and particularly upon the laws of the state relative 
to the certified public accountant’s certificate, its issuance, regulation, etc. 

Assisting instructors in arrangement of courses, selection of text books, 
ete. 

Giving prospective accounting majors advice as to which college or uni- 
versity they might best attend. 


Your Committee suggests that each member of the A.A.U.A.LA. 
return to his post with a regolve to interest himself in the subject 
of codperating with his state society of certified public accountants; 
the Committee believes that the instructors’ call of assistance or 
suggestions for cooperation will be most welcome. We further 
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suggest that each member familiarize himself with the reports of 
the Committee on Education of the American Society of Certified 
Public Accountants (1924 and 1925). 

In conclusion we suggest the continuance of a committee of this 
Association to work in coéperation with the state societies, par. 
ticularly in matters of professional education. We are certain of 
the continued interest and active support of the American Society 
of Certified Public Accountants and we suggest that every effort be 
made by our members to continue meriting their active cooperation. 


Respectfully submitted, 
Gerorce M. Futter 


Harvey G. Meyer 
Fayetrs H. Chairman 


MEMORANDUM FROM COMMITTEE ON RESEARCH* 
(BASIS FOR AND OUTLINE OF A RESEARCH PROGRAM 
IN ACCOUNTING) 


I. General purposes of research. 
1. To seek out truth and discover new facts which will 
serve to— 
a. Solve existing problems. 
b. Clear up mooted questions. 
ce. Correct errors in reasoning. 
d. Eliminate unsound doctrines. 
II. Purpose of research in accounting. 


1. To produce data which will make for more scientific and 
more satsifactory accounting. 


RELATIONS BETWEEN ACCOUNTING AND ALLIED FIELDS 


Economics Investment 

Credit 

Administration and management 
Finance Contracts of operation 


Business transfers 
Fiduciary integrity 


*For Mr. Wildman’s discussion of this memorandum see pp. 43-45. 
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Organization 


Law 
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Bankruptcy and receivership 


Business reorganization 
Government regulation and taxation 
Accountancy 


I. Accounting is dependent upon the related subjects of— 
Economics—with respect to principles. 
Finance—with respect to practices. 
Organization—with respect to plans. 


Law 


with respect to statutes and decisions. 


II. Accounting furnishes and interprets data which will serve 
as an aid to judgment in connection with— 

Business ownership and investment in securities. 
Financing of business enterprises. 
Granting bank and commercial credit. 
Business administration— 

a. Policy making. 

b. Utilization of business capital. 

c. Guiding management— 


10. 


(1) 
(2) 


(3) 
(4) 


(5) 
(6) 


Planning and supervising operations. 
Ascertaining the cost of producing and dis- 
tributing goods and services. 

Controlling funds, goods, and movable prop- 
erty. 

Eliminating waste. 

Judging efficiency. 

Supplying information as to the status of 
financial relations. 


d. Budgeting, developing projects, and forecasting. 


Contractual relations and agency. 

Business transfers. 

Trusteeship and fidelity insurance. 

Government regulation and taxation. 

Review by professional accountants and others. 
General practice of accountancy. 


Somp Succrstep Topics ror RESEARCH IN ACCOUNTING 


(1) 


An interpretation of economic theory which will make it 
understandable to accountants. 
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(2) An examination and attempted reconciliation of the 
various concepts of capital. 
(3) The various meanings attaching to the term “profit.” 
(4) A study of the various methods of financing business 
enterprises. 
(5) The place and functions of so-called “finance companies.” 
(6) The use of trade acceptances, discounted paper, and 
hypothecated accounts as a means of replenishing working capital. 
(7) The relation of various organization schemes to informa- 
tion which accounting may be made to produce. 
(8) Organization as a basis for accounting system work. 
(9) Defects in organization which permit or facilitate fraud 
and irregularities. 
(10) Statutes of various states which affect accounting, with 
respect to, e.g. : 
Issuance of capital shares. 
False entries in books. 
Uttering false financial statements. 
Investment of trust funds. 
(11) Some conflicts between law and accounting with respect 
to, e.g.: 


Interest on invested capital. 
Stated capital and stated share values. 
Premium on capital stock sold. 

(12) Outstanding legal decisions which have a bearing on ac- 

counting, with respect to, e. g.: 
Stock Dividends. 
Good-will. 

(13) What is the nature and extent of information which 
owners of businesses and investors in securities should have in order 
to exercise intelligent judgment concerning their investments? 

(14) What kind of information should an investment house 
have before deciding on an issue of securities and what information 
should a propectus contain? 

(15) What is the procedure followed by banks and commercial 
houses in extending and checking credit and what kind of informa- 
tion of an accounting nature does each require? 

(16) What is the normal return on invested capital in various 
lines of business? 
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(17) What is the average turnover of capital in various lines 
of business ? 

(18) What are seme of the policies which are dependent upon 
or related to information which accounting produces? 

(19) What constitutes a rational relationship between working 
and non-working capital ? 

(20) What is the significance of capital surplus? How long 
must a capital surplus item remain on the balance sheet? And 
how may it be disposed of? 

(21) Is treasury stock ever shown correctly as an asset, or 
should it be deducted from capital stock outstanding? 

22) A convincing argument in favor of a sound form of bal- 
ance sheet set up to express properly the capital structure of a 
corporation. 

(23) How should bond discount be amortized in the case of 
bonds redeemed at varying intervals and fluctuating amounts? 

(24) How should obligations maturing serially be classified in 
a balance sheet? 

(25) A discussion of land trust certificates, their uses and the 
problems which arise in connection therewith. 

(26) What are some of the financial reports required by 
executives; what do they show and how are they used in directing 
the affairs of various organizations? 

(27) What constitutes cost of production, not omitting the 
question concerning the inclusion of interest on capital invested in 
equipment and materials? 

(28) A study of the cost of producing and distributing goods in 
various lines of business. 

(29) What proportion of income properly may be devoted to 
expense for interest? 

(30) The factors which enter into the control and safeguarding 
of funds. 

(31) The relative advantages, from a practical point of view, of 
perpetual inventories as compared with physical inventories taken 
only at time of closing books. 

(32) Some ways in which accounting data may be of service in 
the elimination of waste. 

(33) Some ways in which accounting data are used or may 
serve as a basis for judging efficiency. 

(84) What should be embraced in schedules showing the status 
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of various financial relations; customers, creditors, etc.? ] 

(35) A brief but comprehensive discussion of budgeting for 
the purposes of acquainting business men withthe subject. 

(36) A discussion of accounting and the use of accounting data 
in developing business projects and estimating capital requirements. 

(37) Some uses which have been made of accounting data in 
connection with forecasting. 

(38) The need for consideration of precise accounting termin- | 
ology in the preparation of business contracts. 

(39) Typical information of an accounting nature which is 
essential to consolidation, merger, and purchase and sale of business 
properties. 

(40) Some of the questions raised in the accounting for execu- 
tors, trustees, bankrupts, receivers, etc. 

(41) The standardization of financial statements which are 
required by the government and governmental agencies. 

(42) The laws and decisions which affect accounting. 

(43) The cost to business of supplying information to federal 
and state governments. 

(44) Comparative statistics dealing with various phases of 
capital utilization and operating procedure as a service to account- 
ancy in dealing with a great variety of problems. 

(45) A study of various lines of business with respect to fiscal 
closings taking into consideration seasonal activities, in relation to 
inventory requirements, borrowings, etc.; in other words, as to 
what should be the natural business year for each line of business. 

(46) A report on cases in which accountants have served as 
umpires or arbitrators, particularly as to the questions of account- 
ing which have been involved therein. 

(47) A report on cases in which accountants have served as 
expert witnesses. 

(48) <A discussion of the question of “privileged communica- 
tion”; present laws affecting the matter, and an investigation of the 
question as affecting accountancy both in this and other countries. 

(49) A study of the question of bonuses and profit-sharing with 
respect to whether the charge for the extra compensation should be 
made against “salaries and wages” or against “surplus.” 

(50) <A study of stock exchanges and other exchanges of sim- 
ilar character as to requirements which involve accounting for list- 

ing or reporting. 
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REPORT OF THE COMMITTEE ON CLASSIFICATION AND 
RATING OF COURSES 


I don’t want to burden the members at this late hour with any 
lengthy statement from our Committee. It is the conclusion of 
the majority of the Committee that nothing should be done at this 
time on this point. It is very difficult for a person on the Atlantic 
Seaboard to attempt to measure or rate courses on the other side of 
the country. Further, in the investigation being made in the 
American Society of Certified Public Accountants at the present 
time we are getting a surprising lot of information about the work 
that is being done in various schools by members of professional 
societies, which doesn’t appear in catalogues at all and which 
doesn’t lend itself to any sort of classification. 

Our recommendation is that our Committee be dismissed as a 
standing committee, and that possibly it be appointed a year or two 
later as a special committee, when the present work of the educa- 
tional committees of the American ‘astitute and of the American 
Society shall have brought forth more fruit. 


J. T. Mappen, Chairman* 


*The other members were F. H. Elwell and A. L. Percy. 


REMARKS FROM PRESIDENT KESTER 


I have purposely left my long presidential address until the late 
hours of the afternoon so that I might with seeming grace say to 
you that in view of the lateness of the hour the address will be 
postponed. I do not, however, care to lay down the burdensome 
cares of office without expressing to you a word of personal ap- 
preciation of the many kindnesses that have been shown me, and of 
your great consideration in your treatment of me during tiie year 
in not laying any special burdens on me. This position is one of 
honor but not one of very great onerousness. I do say to you, 
however, that the work of the year has been enjoyable, particularly 
the work of getting committees to work and of building a program. 
The people whom I have asked to serve on committees or otherwise 
have, without exception, responded favorably and have worked. 
It always is a pleasure to hold office under those conditions. 
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To the incoming President I want to extend my hand of con- 
gratulation and by so doing induct him into all of the mysteries of 
the office and bid him godspeed in the work of the coming year. 


REMARKS FROM PRESIDENT-ELECT FILBEY 


I am sure any reasons that the retiring President may have for 
not being willing to make a speech at this time apply doubly to the 
man who is just coming into office. I will, however, say that I 
appreciate very deeply the honor that is conferred on me by this 
group, which I have long said, and said it because I believed it, 
constitutes the leaders in accounting instruction throughout the 
United States. I appreciate, as I say, very much, indeed, your 
exalting me to the honor of the presidency of the Association for the 
coming year. 

I would like to say just one more word. I should like to see all 
four of the objects of the Association, as mentioned in Article II 
of the Constitution, carried out to some extent throughout the next 
year. I believe all are decidedly worth while. I think we will all 
agree that intimate and cordial relations have existed as a result 
of our organization. I feel our third purpose, “to develop media for 
the discussion of accounting subjects,” is well on its way to a happy 
consumation with the establishment of a quarterly journal for the 
next year. I am sure that the report on research, given us yester- 
day, gives us a happy prospect for the development of research. 

Our first purpose, “to further the advancement of education in 
accounting, particularly the development and refinement of the 
theory of accounting, content of accounting courses, and methods 
of instruction” has perhaps not received sufficient emphasis in the 
past—although we have had a very valuable session under Professor 
Himmelblau this afternoon along this line. 

At any rate, I don’t see any reason why we shouldn't be running 
on all four cylinders, and if any one of them has been missing just 
a little bit thus far, I trust that the proper adjustment may be 
made and that we may have all four in proper working order 
throughout next year. This I know can be done if I shall have the 
full codperation of all of you. 


The American Association of 
UNIVERSITY INSTRUCTORS IN ACCOUNTING 


CONSTITUTION 


ARTICLE I 


The name of this organization shall be The American Association of 
UNIVERSITY INSTRUCTORS IN ACCOUNTNG: short title “UNIVER- 
SITY INSTRUCTORS IN ACCOUNTING”. 


ARTICLE II 


The objects of the Association shall be as follows: 

a) To further the advancement of education in accounting, particular- 
ly the development and refinement of the theory of accounting, 
content of accounting courses, and methods of instruction. 


b) To encourage practical research in accounting, especially theory and 
methods, the interpretation of accounting data, and the use of 
accounting statistics in related fields. 


c) To develop media for the discussion of accounting subjects. 


d) To promote more intimate and cordial relations among instructors 
and others who are interested in the development of accounting. 


ARTICLE III 


There shall be two classes of members, active and associate. Active 
membership shall be limited to those engaged in giving instruction in account- 
ing in educational institutions of collegiate rank. Other persons interested 
in instruction in accounting may become associate members. Any active 
member who permanently discontinues his teaching work as aforesaid there- 
by shall become an associate member. Any associate member who under- 
takes teaching work as aforesaid thereby shall become an active member. 

Nominations for membership may be made to the Secretary-Treasurer by 
any member. Election to membership shall be accomplished in such manner 
as the Executive Committee shall direct. 


ARTICLE IV 


The annual membership dues for both classes of members shall be $3.00, 
unless and until the Association undertakes the publication of any periodical 
beyond the proceedings, when the dues shall automatically become $5.00 from 
the beginning of the year in which such publication is undertaken. Annual 
dues shall become payable at the beginning of each calendar year. 

Any member who becomes two years in arrears, and who does not remit 
within thirty after formal notification of the provisions of this article, shall 
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be dropped from the roll by the Secretary-Treasurer, and may thereafter 
be reinstated only by action of the Executive Committee and payment of 
arrears in full. 


ARTICLE V 


There shall be an annual meeting of the Association at such time and 
place as the Executive Committee shall direct. There shall be such meetings 
of the Executive Committee as may be called by the President. 


ARTICLE VI 


The administration of the affairs of the Association as provided by the 
constitution and subsequent legislation shall be vested in an Executive Com- 
mittee of the officers, who shall be a president, three vice-presidents, and 
a secretary-treasurer, to be elected annually. The vice-presidents first 
elected shall hold office for terms of one, two, and three years, respectively, 
Vice-presidents thereafter elected shall hold office for three years. The above 
provision for officers shall be deemed to cover the requirements in the cer- 
tificate of incorporation as to trustees. 


ARTICLE VII 


Voting power in the Association and eligibility for office shall be restricted 
to the active members. 


ARTICLE VIII 


There shall be standing committees on constitution and by-laws, pub- 
lications, and membership, and such other standing committees as shall be 
determined by the Executive Committee. Members of the first committee 
on constitution and by-laws shall be appointed for terms of one, two, and 
three years, respectively. Subsequent appointments shall be for a period of 
three years. All committee members shall be appointed by the president. 
The president shall be ex-officio member of all committees. 


ARTICLE IX 


This constitution may be amended by a two-thirds vote of the mem- 
bers present and voting at any annual meeting, subject to confirmation by 
a majority of those voting through a referendum mail vote. Proposed 
amendments must be submitted by or through the Committee on Con- 
stitution and By-laws and a written statement of any proposed amendment 
shall be mailed by the Secretary-Treasurer to each member at least thirty 
days prior to the date of the annual meeting. 
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MEMBERSHIP LIST 
as of March 1, 1926 


Ackerman, S. B., 90 Trinity Place, New York City; New York University 

Ackermann, William B., 84 E. Randolph St., Chicago, Ill.; DePaul University 

Adams, James P., 26 President Ave., Providence, R. I.; Brown University 

Aitken, William, 308 Royal Bank Bldg., Winnipeg, Canada; University of 
Manitoba 

Allen, C. E., 117 Commerce Bldg., Urbana, Ill.; University of Illinois 

Amidon, L. Cleveland, Hudson View Gardens, 83rd and Pinehurst, New York 
City ; New York University 

Anderson, A. E., 31 W. Lake St., Chicago, Ill.; Northwestern University 

Anderson, J. A., 903 S. Race St., Urbana, Ill.; Urbana High School 

Armbruster, Adolph H., 1823 Yale Station, New Haven, Conn.; Yale 
University 

Arndt, Edmund G., 84 E. Randolph St., Chicago, Ill.; De Paul University 

Ashmead, R., New York City; New York University 

Ayars, Robert D., 3620 Terrace St., Pittsburgh, Pa.; University of Pittsburgh 

Bacas, P. E., 110 William St., New York City; New York University 

Bachmann, John J., 410 Globe Bldg., St. Paul, Minn.; Bishop Brissman & Co. 

Bacon, Albert T., Room 905, 208 S. LaSalle St., Chicago, Ill.; Albert T. 
Bacon & Co. 

Bailey, H. H., 118 Commerce Bldg., Urbana, Ill.; University of Illinois 

Baker, Eldred B., St. Cloud, Minn.; Technical High School 

Ball, Lee C., 634 N. 12th St., Corvallis, Ore.; Oregon State Agricultural College 

Bayer, Walter A., 373 Jefferson Ave., Brooklyn, N. Y.; New York University 

Barlow, Albert J., University, Va.; University of Virginia 

Beale, Phoebe, 509 St. Louis St., Baton Rouge, La.; Louisiana State University 

Beatty, F. Merril, Chicago, Ill.; Arthur Anderson & Co. 

Beatty, Willard C., 3 Central Ave., Ithaca, N. Y.; Cornell University 

Beck, Paul H., 706 S. Lombard Ave., Oak Park, IIL; Crane Junior College 

Bell, Hermon F., 110 William St., New York City ; Columbia University 

Bell, Spurgeon, Columbus, O.; Ohio State University 

Bell, William H., 37 W. 39th St., New York City; Haskins & Sells 

Bennett, George E., Syracuse, N. Y.; Syracuse University ‘ 

Bennett, Victor W., Stanford University, California 

Bergmann, Otto T., 305 N. Ag. Bldg., Urbana, Ill.; University of Illinois 

Berry, Ralph E., 606 S. 12th St., Laramie, Wyo.; University of Wyoming 

Bexell, J. A., Corvallis, Ore.; Oregon Agricultural College 

Bickell, R. T., 134 W. 91st St., New York City; Columbia University 

Bickley, John H., Munsey Bldg., Baltimore, Md.; Public Service Commission 

Block, J. L., Humble Bldg., Houston, Tex.; J. L. Block & Co. 

Bolitho, T. J., 1389 N. Clark St., Chicago, Ill.; Whiccomb, Piepenbrink & Co. 

Bowen, Edmund F., 154 Nassau St., New York City; Fordham University 

Bowerman, C. B., 4841 Cass Ave., Detroit, Mich.; Detroit Junior College 

Boyd, Ernest, 935 Boatmen’s Bank Bldg., St. Louis, Mo.; St. Louis University 
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Boyd, Orton W., Gainesville, Fla.; University of Florida 

Briggs, L. L., McPherson, Kan.; McPherson College 

Briggs, Robert, Salina, Kan.; Kansas Wesleyan University 

Brimacomb, Lewis, 180 St. James St., Montreal, Can.; McGill University 

Bryan, J. Wallace, 1304 Continental Bldg., Baltimore, Md.;Johns Hopkins 
University 

Buchan, L. J., 1620 N. W. 3rd St., Miami, Fla. 

Budd, Thomas A., 500 S. 49th St., Philadelphia, Pa.; University of Pennsylvania 

Bulin, J. H., Jr., 924 84th St., Philadelphia, Pa.; Pace Institute 

Bunker, Philip B., Syracuse, N. Y.; Syracuse University 

Burney, William J., 206 University Hall, Iowa City, Ia.; State University of 
Iowa 

Burton, Roy W., 64044 De Longpre Ave., Hollywood, Cal.; University of 
Southern California 

Byland, John R., 7639 Cornell Ave., Chicago, Ill.; Northwestern University 

Byrnes, Thomas W., 52 Wall Street, New York City; Columbia University 

Cagle, Clifford E., Boulder, Colo.; University of Colorado 

Cahow, Paul D., 1321 S. State St., Ann Arbor, Mich. 

Calhoun, E. H., 6405 Stewart Ave., Chicago, Ill.; La Salle Extension University 

Campbell, D. J., 3210 Arthington St., Chicago, Ill.; De Paul University 

Campbell, James A., Galesburg, Ill.; Knox College 

Carlson, Avery L., Milwaukee, Wis.; Marquette University 

Castenholz, William B., 4101 S. Michigan Ave., Chicago, Ill.; La Salle Ex- 
tension University 

Casterton, Harold K., 133 Blenheim Road, Columbus, O.; Ohio State University 

Chapman, H. H., University, Ala.; University of Alabama 

Clarke, William F., 84 E. Randolph St., Chicago, Ill.; De Paul University 

Cleary, P. Roger, Ypsilanti, Mich; Cleary College 

Clements, Esther, 711 W. California, Urbana, II1. 

Coan, William, Lexington, Va.; Washington & Lee University 

Cole, William Morse, 9 Middle Street, Concord, Mass.; Harvard University 

Collier, George W., Oakland, Ia.; Iowa State College 

Collins, C. M., 36 Quincy St., Cambridge, Mass.; Harvard University 

Collins, Clem W., 20th & Glenarm Sts., Denver Colo.; University of Denver 

Connolly, Robert E., 26 Liberty St., New York City; New York University 

Cooper, John H., 410 Globe Bldg., St. Paul, Minn.; Bishop, Brissman & Co. 

Copeland, C. M., Athens, O.; Ohio University 

Cowin, R. B., Bethlehem, Pa.; Lehigh University 


Cox, Henry C., Perry Place, Queens Village, N. Y.; Columbia Graphaphone Co. 
Cox, William E., Commerce Building, Seattle, Wash.; University of Washing- 


ton 
Crabb, D. W., % Lybrand, Ross Bros. & Montgomery, Boston, Mass. 
Crabbe, Ernest H., Cincinnati, O.; Southwestern Publishing Company 
Crandell, William T., Pittsburgh, Pa.; Carnegie Institute of Technology 
Crane, R. M., Denver, Colo.; University of Denver 
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Cremer, George S., 176 Remsen St., Brooklyn, N. Y.; College of the City of 
New York 

Crim, Herbert S., Iowa City, Ia.; State University of Iowa 

Crisp, Glenn S., 230 Woodworth Ave., Alma, Mich. 

Crosier, A. B., Box 402, University, Miss.; University of Mississippi 

Culey, Roy T., 929 Sanborn Ave., Los Angeles, Calif.; University of California, 
Southern Branch 

Cunningham, Ralph E., 31 Rosemount Ave., Woodsford, Me.; Portland 
University 

Curtis, Arthur B., 120 E. 35th St., Minneapolis, Minn.; Bishop, Brissman & Co. 

Cyprian, Bro., Notre Dame, Ind.; Notre Dame University 

Daines, Harvey C., 6106 Dorchester Ave., Chicago, Ill.; University of Chicago 

Darlington, George M.; 316 W. 22nd St., University Place, Neb.; University 
of Nebraska 

Davidson, Robert, 1824 Dime Bank Bldg., Detroit, Mich. ; University of Detroit 

Davies, Ernest C., 31 W. Lake St., Chicago, Ill.; Northwestern University 

Davis, Pearce C., 1711 L. C. Smith Bldg., Seattle, Wash.; University of Wash- 
ington 

Day, George R., 2424 Vine St. Denver, Colo., University of Denver 

Denise, M. F., 914 Worden St., Grand Rapids, Mich.; McLachlan Business 
University 

Deviny, William M., 1211 Kearney St., N. E., Washington, D. C.; Catholic 
University 

Dimler, Charles G., 1730 S. Ogden St., Denver, Colo.; Evening Vocational 
High School 

Dissosway, Edwin T., % Haskins & Sells, 30 Broad St., New York City; New 
York University 

Dohr, James L., 609 W. 114th St., New York City; Columbia University 

Donohue, John J., 320 Broadway, New York City; New York University 

Douglas, W. W., 32 Waverly Place, New York City; New York University 

Drucker, A. P. R., 1029 N. Nevada Ave., Colorado Springs, Colo. ; Colorado 
College 

Drury, Luther E., 1611 Park Ave., Richmond, Va.; University of Richmond 

Dubach, K. M., 428 Commerce Bldg., Urbana, Ill.; University of Illinois 

Duncan, John C., 3112 Fairfield Ave., E. Walnut Hills, Cincinnati, O.; Uni- 
versity of Cincinnati 

Eckelberry, G. W., 1545 Neil Ave., Columbus, O.; Ohio State University 

Elsasser, Robert W., Hanover, N. H.; Dartmouth College 

Elwell, Fayette H., Madison, Wis.; University of Wisconsin 

Engel, George F., First National Bank, St. Louis, Mo.; Washington University 

English, Donald, Ithaca, N. Y.; Cornell University 

Ettinger, Richard P., 70 Fifth Avenue, New York City; Prentice-Hall, Inc. 

Eversfield, Chauncey D., 9-15 Park Place, New York City; New York 
University 

Eversole, Harold B., Lexington, Ky.; University of Kentucky 

Fackler, Clarence W., School of Commerce, New York City; New York Univer- 
sity 
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Farnon, Joseph H. P., 543 W. 160th St., New York City; New York University 

Farrell, Alfred C., Framingham, Mass.; Dennison Manufacturing Co. 

Fenzel, W. H., 34 W. Washington St., Athens, O.; Ohio University 

Feurst, Grover C., 281 Prospect Place, Brooklyn, N. Y. 

Filbey, Edward J., 104 Commerce Bldg., Urbana, Ill.; University of Illinois 

Filut, Frank F., 805 Second Ave., Milwaukee, Wis. 

Finney, H. A., 833 Greenwood Ave., Wilmette, Ill.; Northwestern University 

Fiske, Wyman P., 36 Quincy St., Cambridge, Mass.; Harvard University 

Fitzpatrick, Paul J., 1246 Newton St., N. E., Brookland, D. C.; Catholic 
University 

Fjeld, B. I., 8 Law Bldg., Boulder, Colo.; University of Colorado 

Fleck, Lawrence H., Dallas, Tex.; Southern Methodist University 

Flocken, Ira G., 1226 Lancaster Ave., Pittsburgh, Pa.; University of Pittsburgh 

Flynn, Frank, 1333 Merriam Ave., New York City; New York University 

Foerster, John, 154 Farall St., Brooklyn, N. Y.; New York University 

Foery, Raymond W., 2561 N. 16th St., Philadelphia, Pa.; Carnegie Institute 
of Technology 

Forbes, John F., Crocker Bldg., San Francisco, Cal.; University of California 

Foscue, Augustus W., Ann Arbor, Mich.; University of Michigan 

Foster, Louis O., 4832 Commerce Bldg., Urbana, Ill.; University of Illinois 

Fraizer, Joseph H., 749 South Lake St., Los Angeles, Calif.; University of 
California, Southern Branch 

Frisbee, I. N., 1185 N. Alexandria Ave., Los Angeles, Calif.; University of 
California, Southern Branch 

Fryxell, Carl A., Davenport, Ia.; Billings, Prouty, Tompkins & Co. 

Fuller, George M., Ames, Ia.; Iowa State College 

Fullerton, G. G., 482 Commerce Bldg., Urbana, Ill.; University of Illinois 

Gast, Elmer H. A., 3621 S. Jefferson Ave., St. Louis, Mo.; Washington Uni- 
versity 

Gates, Harold T., 509 W. 212 St., New York City; New York University 

Gause, Edmund C., 37 W. 39th St., New York City; Haskins & Sells 

Gee, Edward A., 522 Abbot Road, East Lansing, Mich.; Michigan State College 

Geier, George J., 138 May St., Hawthorne, N. J.; New York University 

Geis, Norwood C., 2878 Romana Place, Cincinnati, O.; University of Cincin- 
nati 

Gentry, Robert E., P.O. Box 300, Denver, Colo.; University of Denver 

Gibson, J. Currie, Sterling Hall, Madison, Wis.; University of Wisconsin 

Gilby, J. H., 76 W. Monroe St., Chicago, I1l.; Northwestern University 

Gilman, Stephen, 2626 So. Michigan Ave., Chicago, Ill.; International 
Accountants’ Society, Inc. 

Gilman, Stephen W., Sterling Hall, Madison, Wis.; University of Wisconsin 

Glos, R. B., 429 Commerce Bldg., Urbana, Ill.; University of Illinois 

Glover, Charles A., 16 Perkins Hall, Cambridge, Mass.; Harvard University 
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Ross Bros. & Montgomery 
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Greeley, Harold Dudley, 25 West 43rd St. New York City; Columbia 
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University 
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Illinois 
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Lipscomb, P. D., W. Chicago, Ill.; LaSalle Extension University 

Littleton, A. C., 225 Commerce Bldg., Urbana, Ill.; University of Illinois 

Lobaugh, BE. D., 2301 Prairie Ave., Chicago, Ill.; Ginn & Company 

Lockwood, Jeremiah, Logan Hall, Philadelphia, Pa.; University of Pennsyl- 
vania 

Lynn, A. J., Bowling Green, Ky.; Bowling Green Business University 

MacFarland, George A., Logan Hall, Philadelphia, Pa.; University of 
Pennsylvania 

Macnab, John Brown, 5205 Wayne Ave., Howard Park, Baltimore, Md.; 
Baltimore College of Commerce 

McCarty, W. J., 525 Boylston St., Boston, Mass.; Boston University 

McCullough, B. V., 324 Sluss Ave., Bloomington, Ind.; Indiana University 

McGirr, H. D., 1121 White Bldg., Seattle, Wash. 

McKinsey, James O., Chicago, Ill.; University of Chicago 

MeMurry, Karl F., 1609 Monroe St., Madison, Wis.; University of Wisconsin 

McNaughton, Floyd, 130 Mayfield Ave., Grand Rapids, Mich.; Grand Rapids 
Junior College 

Madden, John T., 32 Waverly Place, New York City; New York University 

Magruder, D. A., Yellow Springs, O.; Antioch College 

Mahoney, John F., 154 Nassau St., New York City.; Fordham University 

Marple, Raymond P., 1400 HE. 58rd St., Chicago, Ill.; Arthur Andersen & Co. 

Marr, O. Malcolm, 35 Chicago Are., Elmhurst, L. I., N. Y.; Institute of 
Accountancy 

Marsh, O. J., Akron, O.; Municipal University 

Marsh, Sam A., School of Commerce, St. Louis, Mo.; Washington University 

Martin, O. R., Lincoln, Neb.; University of Nebraska 

Marvin, J. Arthur, 623 Marquette Bldg., Chicago, Ill.; F. W. Lafrentz & 
Company 

Mason, Perry, 423 Hamilton Place, Ann Arbor, Mich.; University of Michigan 

Maunnen, A. H., 6125 Indiana Ave., Chicago, Ill.; De Paul University 
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Mautner, Oscar, 1155 Grand Concourse, New York City; New York University 

Maynard, Horace, Detroit, Mich.; Detroit University 

Mayors, William, 1528 Arcade Bldg., St. Louis, Mo.; Washington University 

Mendelsohn, Justine, 1145 Main St., Baton Rouge, La.; Louisiana State 
University 

Merrill, Karl G., Big Rapids, Mich.; Ferris Institute 

Meyer, Harvey G., Box 4241, Knoxville, Tenn.; University of Tennessee 

Mikesell, R. M., 315 N. Dunn St., Bloomington, Ind.; Indiana University 

Miller, Edward A., Nanuet, N. Y.; New York University 

Miller, Herman C., Madison, Wis.; University of Wisconsin 

Miller, Lloyd K., 108 E. Green St., Champaign, Ill.; University of Illinois 

Miller, Miss Nina, 505 Journalism Bldg., New York City ; Columbia University 

Miller, Paul L., Agricultural Hall, Room 312, Ames, Ia.; Iowa State College 

Millsaps, Jefferson H., 4948 Blackstone Ave., Chicago, Ill.; International 
Accountants’ Society 

Montgomery, J. Richard, 155 North Clark St., Chicago, Ill.; Loyola 
University 

Montgomery, Robert H., 110 William St., New York City ; Columbia University 

Morey, Lloyd, 250 Administration Bldg., Urbana, Ill.; University of Illinois 

Moriarty, W. D., Seattle, Wash.; University of Washington 

Morrison, Paul L., 2131 Ridge Ave., Evanston, Ill.; Northwestern University 

Morrison, William D., 434 U. S. Nat’l Bank Bldg., Denver, Colo.; University 
of Denver 

Morton, Davis W,, 1142 W. 37th St., Los Angeles, Calif. 

Mulvaney, Thomas A., 109-44 117th St., Richmond Hill, New York City; New 
York University 

Neilson, J., Saskatoon, Saskatchewan, Can.; Saskatchewan University 

Nerlove, S. H., Faculty Exchange, Chicago, Ill.; University of Chicago 

Neubig, Nelson J., 64 West Lane Ave., Columbus, O.; Ohio State University 

Neumann, Robert L., Michigan at 41st, Chicago, Ill.; La Salle Extension 
University 

Newcomer, Hale L., Apt. 6, 1114 W. Nevada, Urbana, Ill. ; University of Illinois 

Newlove, George H., Gilman Hall, Baltimore, Md.; Johns Hopkins University 

Newman, Clarence A., 431 So. Dearborn St., Chicago, Il. 

Noble, Howard S., 916 Hyperion Ave., Los Angeles Cal.; University of 
California, Southern Branch 

O’Connell, J. H., Haskins & Sells, St. Louis, Mo.; St. Louis City College of Law 
and Finance 

O’Reilly, Hugh S., 88 Twenty-seventh St., Jackson Heights, N. Y.; Fordham 
University 

Olive, George S., 908 Hume-Mansur Bldg., Indianapolis, Ind. 

Onstott, Frank C., 847 East 17th Ave., Denver, Colo.; University of Denver 

Ormes, F. R., 9 Mills Place, Crawfordsville, Ind.; Wabash College 

Ostlund, H. J., Minneapolis, Minn.; University of Minnesota 

Pace, Homer S., 30 Church St., New York City; Pace & Pace 

Palmer, Leslie E., 37 West 39th St., New York City 
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Panayotopoula, C., 68 Notara St.. Piraeus, Greece; U. College of Commerce of 
Athens 

Paton. William A., 16 Ridge Way, Ann Arbor, Mich.: University of Michigan 

payne, Robert E., 110 South Dearborn St., Chicago, Ml. 

Peacock, Erle E., Chapel Hill, N. C.: University of North Carolina 

Peisch, Archie M., Hanover, N. H Dartmouth University 

Pelton, Guy M., 31 W. Lake St., Chicago. Ill.: Northwestern University 

Pennell. Eugene D., Kalamazoo, Mich.: Western State Normal College 

Perey, Atlee L., 24 Prince St., Jamaica Plains, Mass.: Boston University 

Peterson, Parley E., 287 North 5th St.. East. Logan, Ut.: Utah Agricultural! 
College 

Peterson, W. L., 2425 Market St.. San Diego, Cal. 

Pierce, M. J.. 751 N. McQuade St., Detroit, Mich. 

Pike, Harry W., Station A, Lincoln Neb.:; University of Nebraska 

Pinkerton, Paul W., 30 North LaSalle St., Chicago, Ill.; Ellis, Pinkerton & Co 

Plummer. Robert E., 99 John St.. New York City: New York University 

Porter, Charles W., Akron, O.: Municipal University of Akron 

Potter, EK. G.. Highland Park, Mich.: Highland Park Junior, College 

Pottinger. James, 1780 Parker Ave.. Detroit. Mich.: D. M. Ferry & Company 

Powell, Weldon, 37 West 39th St.. New York City: Haskins & Sells 

Powelson, John A., Griffin Square Bldg., Syracuse, N. Y.: Syracuse Extension 
Institute of Accountancy 

Prichard, William T., 307 W. Columbia Ave., Champaign. Ill.: University of 
Illinois 

Prickett, A. L., Bloomington, Ind.; Indiana University 

Prouty, Nelson H., 212 La Reine Ave., Bradley Beach, N. J.: International 
Correspondence Schools 

Pullman, Jack M., 186 Elmwood Ave., Wolloston, Mass.; Boston University 

Rabenaw, John, 6926 Virginia Ave., St. Louis Mo.; Perkins Audit Company 

Ramser, J. R., 301 W. Oregon St., Urbana, I1l.; University of Illinois 

Rand, W. H., 101 Milk St., Boston, Mass.; Boston University 

Rasmusson, Seymour D., Salt Lake City, Ut.; University of Utah 

Ray, Ernest E., Box 446, Athens, O.; Ohio University 

Rayson, BE. C., 253 Ontario St., Oak Park, Ill.; La Salle Extension University 

Reass, Nathan, 150 Nassau St., New York City: New York University 

Reed, James ©. Pittsburgh, Pa.; University of Pittsburgh 

Reedy, Thomas J., 155 North Clark St., Chicago, Ill.; Loyola University 

Reighard, John J., Minneapolis, Minn.; University of Minnesota 

Reitell, Charles, Pittsburgh, Pa.; University of Pittsburgh 

Reuwer, F. Earl, 1511 Guildford Ave., Baltimore, Md.; Baltimore College of 
Commerce 

Ribbink, A. H., Box 1592, Austin, Tex.: University of Texas 

Ringham, Fred E., 1200 Transportation Bldg., 608 S. Dearborn St., Chicago, 
Ill. 

Rittenhouse, C. F., 525 Boylston St., Boston, Mass.: Boston University 

Robbins, Harry W., New York University 
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Roberts, E. A., 630 E. Jefferson Ave., Detroit, Mich.; University of Detroit 

Robinson, F. L., Corvallis, Ore.; Oregon Agricultural College 

Robinson, Jesse 8., Northfield, Minn.: Carleton College 

Robotka, Frank, Ames, Ia.; Iowa State College 

Rockwell, Thomas S., Cass, Huron & Erie Sts., Chicago, Ill.; A. W. Shaw 
Company 

Rooney, Francis J., Room 621, 155 North Clark St., Chicago, IIL: 
University 

Roorda, John, 199 Kenmore Ave., Elmhurst, Ill.; DePaul University 

Rorem, C. R., Chicago, Ill.; University of Chicago 

Rosenkampff, Arthur H., 32 Waverly Place, New York City: New York 
University 

Ross, Francis E., 212 N. Fifth Ave., Aun Arbor, Mich.; University of Michigan 

Rotramel, BE. R., Lansing, Mich.: Lansing Business University 

Rowatt, Paul, Carterville, Il. 

Rowe, William H., Manhattan, Kan.: Kansas State Agricultural College 

Rowland, Charles J., 23 Liberal Arts Bldg., State College, Pa.: Pennsylvania 
State College 


Loyola 


Runser, James A., Room 205, School of Business Bldg., Minneapolis, Minn.: 
University of Minnesota 

Russman, Albin, 165 E. 87th St.. New York City: Columbia University 

Saliers, Earl A., 2232 Sherman Ave.. Evanston. [ll.: Northwestern University 

Sanders, T. H., 17 University Hall. Cambridge. Mass.: Harvard University 

Sanford, E. R., Missouia, Mont.: State University of Montana 

Sause, S. A., 84 E. Randolph St.. Chicago. Il.: DePaul University 

Saxton, Pierre W., 195 Broadway. New York City: American Telephone 
Telegraph Company 

Schaefer, Leo H., Villa Nova, Pa.: Villa Nova College 

Schiffer. Herbert M., 150 Jewett Ave., Jersey City, N. J.: New York University 

Schlatter, Charles F., 117 Commerce Bldg.,. Urbana, Ill.; University of Illinois 

Schmidt. Leo A.. Milwaukee, Wis.: Marquette University 

Schnaitter, M. R., Milwaukee, Wis.: Wisconsin State Normal 

Schultz, A. D.. 1 Marshall Court, Ann Arbor. Mich.: University of Michigan 

Scott, D. R.. 111 Westwood Ave., Columbia. Mo.: University of Missouri 

Scovill, H. T.. 217 Commerce Bldg., Urbana, Ill: University of Illinois 

Seeger, C. F., 1521 Candler Bldg., Atlanta, Ga.: Georgia School of Technology 

Seehoffer, Carl H., 15400 Parkside Ave.. Detroit, Mich.: University of Detroit 

Seerley, John J., 7003 Clyde Ave., Chicago, Ill.; De Paul University 

Sellick, Stanley, Indianapolis, Ind.: Butler College 

Shaulis, L. L., Tufts College. Mass.: Tufts College 

Shaw, Joseph P., 948 East 31st St., Brooklyn. N. Y.: New York University 

Sheppard, Charles C., 5782 Darlington Road, Pittsburgh. Pa.: University of 
Pittsburgh 

Sherwood, J. T., 1 West Third St., Cincinnati, O.: University of Cincinnati 

Shields, Edwin R., 133 W. Washington St., Chicago, Ill.; Walton School of 
Commerce 
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Shonting, Daniel M., 42 W. Oakland Ave., Columbus, O.; Ohio State University 

Shors, William F., 1119 Prairie St., Milwaukee, Wis.; Marquette University 

Shultis, Frank W., 1001 BH. Porter St., Albion, Mich.; Albion College 

Sieferman, Arthur, 118 W. Monument Ave., Dayton, O. 

Simmons, R. E., 108 East John, Champaign, Ill.; University of Illinois 

Smails, R. G. H., Kingston, Ontario, Can.; Queen’s University 

Smeeton, Cecil B., 35 N. Dearborn St., Chicago, Ill.; Mayo Federated Colleges 

Smith, C. Aubrey, Austin, Tex.; University of Texas 

Smith, Carl D., 316 Huntington Ave., Boston, Mass.; Northeastern University 

Smith, Richard C., Bozeman, Mont.; Montana State College 

Snyder, Harry B., De Paul University 

Springer, Durand W., Ann Arbor, Mich. 

Sproul, Alexander Hugh, Salem, Mass.; State Normal School 

Staehling, Charles C., Berkeley, Cal.; University of California 

Stevenson, Russell A., Cincinnati, O.; University of Cincinnati 

Stewart, William M., 1016% North Blvd., Oak Park, Ill.: Arthur Young & 
Company 

Stone, Milon M., 151 Court St., New Haven, Conn.; Seward, Stone & Monde 

Storli, Victor E.. 905 W. Nevada, Urbana, Ill.; University of Illinois 

Strickler, Howard K., Narberth, Pa.; Temple University 

Strittar, John J., 581 Aurora Ave., Aurora, Ill.; Northwestern University 

Stuart, J. William, 169 Neal St., Portland, Me.; University of Portland 

Studebaker, Mark E., Muncie, Ind.; State Normal School 

Sullivan, John F., 32 Waverly Place, New York City; New York University 

Sullivan, John H., 108 Washington Place, Ridgewood, N. J.; New York 
University 

Sunley, William T., 2626 S. Michigan Ave., Chicago, Ill: International 
Accountants’ Society 

Swanish, Peter T., 155 N. Clark St., Chicago, Ill.; Loyola University 

Sweeney, Henry W., R. F. D. No. 7, Mansfield, O. 

Taggart, Herbert F., 1019 Granger Ave., Ann Arbor, Mich.; University of 
Michigan 

Takahashi, Ichitaro, 52 Minami—Igacho, Yotsuya, Tokyo, Japan: The Hosei 
University (Hosei-Daigaku) 

Tanner, John B., 2626 So. Michigan Ave., Chicago, Ill.; International Account- 
ants’ Society, Incorporated 

Taylor, Jacob Bacchus, University Station, Grand Forks, N. D.: University 
of North Dakota 

Taylor, Paul C., 305 Commerce Bldg., Urbana, Ill.; University of Illinois 

Taylor, Robert Emmet, Cincinnati, O.; University of Cincinnati 

Theiss, Edwin L., 4046 Michigan Ave., Chicago, Ill.; LaSalle Extension 
University 

Thom, Harry, 31 West Lake St., Chicago, Ill.; Northwestern University 

Thomas, John, Detroit, Mich.; University of Detroit 

Thomas, Olin E., Columbus, O.; Ohio State University 

Thompson, Robert R., Montreal, Quebec, Can.; McGill University 
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Thompson, William J., 1203 First Nat’l Bank Bldg., Denver, Colo. ; University 
of Denver 

Thompson, William R. 4046 So. Michigan Ave., Chicago, Ill.: La Salle Bx. 
tension University 

Thomson, Cyrus G., % N. Y. Telephone Co., 15 Dey St., New York City: New 
York University 

Tiffany, Burton E., 205 Willow St., Vermillion, S. Dak.; University of 
South Dakota 

rillotson, Loyal G. Peoria, Ill.; Bradley Institute 

Toner, James V., 3 Bellevue Road, Melmont, Mass.; Boston University 

Tole, John, P., Ist Nat’l Bank Bldg., Detroit, Mich.; University of Detroit 

Tousaw, John A., Philadelphia Pa.: Temple University 

Tupy, Leslie T., Lawrence, Kan.; University of Kansas 

Turner, Wallace M., 1428 Beacon St., Brooklin, Mass.; Simmons College 

Van Kirk, J. C., Gibson Hall, New Orleans, La.; Tulane University 

Van Sickle, Clarence L., Room 8, State Hall, Pittsburgh, Pa.: University of 
Pittsburgh 

Vesper, J. Lake: 195 Longview Ave., Columbus, O.: Columbus Show Case 
Company 

Vinal, Eugene R., 48 Robin Hood Road, Arlington, Mass.: Schoo! of Commerce 
and Finance 

Wagner, Edward M., Milwaukee, Wis.; Marquette University 

Wales, Edward M. Cambridge, Mass.: Harvard University 

Walker, C. E., Kingston, Ontario, Can.: Queen's University 

Walker, John Henry, 425 De Baliviere Ave., St. Louis, Mo.: Butler University 

Walker, Ross Graham, 404 S. Summit St.. Iowa City, Ia.: State University 
Iowa 

Wall, W. D., 44 W. Gay St., Columbus, O.: Ohio State University 

Wallace, William C.. 29 Howard Parkway, New Rochelle, N. Y.: New York 
University 

Walsh, Floyd E., College of Commerce, lowa City, Ia.: State University of 
Iowa 

Walsh, Mervyn B., 617 Capitol Theatre Bldg., Detroit, Mich.: Walsh Institute 
of Accountancy 

Warner, P. J., 20 Vesey St.. New York City: Ronald Press Company 

Washburn, Earle L.. 32 Waverly Place, New York City: New York University 

Watters, J. M., Atlanta, Ga.: Georgia School of Technology 

Weale, Gilbert Joseph, 18 Tremont St., Boston, Mass. 

Weinke, O. A., College Station, Tex.: A. & M. College of Texas 

Weis, Roy Henry, 305 Greentield Ave., Lombard, Il. 

Welti, R. J., 218 Oak St., Weehawken, N. J.: New York University 

Wender, Arthur A., 612 South Ninth St., Salina, Kan.: Kansas Wesleyan 
University 

Whitefield, Arthur S., 487 Commerce Bldg., Urbana, Ill.; University of Illinois 

Wider, William, 102 Mayfair Ave., Floral Park, L. I.. N. Y.:New York Uni- 

versity 
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Wiest, Edward, Lexington, Ky.; University of Kentucky 

Wilber, Herbert W., 1121 Dormont Ave., Dormont, Pa.; Duquesne University 

Wilde, Willard J., 507 Almond St., Moscow, Ida.; University of Idaho 

Wildman, John R., 37 W. 39th St.. New York City: Haskins & Sells 

Willborn, Herbert O., 2506 Whitis Ave., Austin, Tex.; University of Texas 

Willcox, R. S., Columbus, O.; Ohio State University 

Williams, Miller, School of Business, University, Ala.; University of Alabama 

Winkler, W. O., 1833 Cass Ave., Detroit, Mich.; The Business Institute 

Winter, Sidney G., Box 96, Iowa City, Ia.; University of Iowa 

Witting, Theodore J., 1030 Foster Bldg., Denver, Colo. 

Wolfe, Richard H., 2—228 General Motors Bldg., Detroit, Mich.; Detroit In- 
stitute of Technology 

Wood, Roy A., 2621 Avenue, N., Brooklyn, N. Y.; New York University 

Woodbridge, F. W., University Station, Austin, Tex.; University of Texas 

Woolhouse, Thomas L., 449 Fourth Ave., New York City; Columbia University 

Wright, Edward N., The Chestnut Bur, Moylan, Pa.; University of Pennsyl- 
vania. 

Wright, F. A., 816 Lathrop Bldg., Kansas City, Mo.: Kansas City School of 
Accountancy, Law and Finance 

Yutema, Theodore O.. Box 2483 Faculty Exchange, Chicago, Ill.; University 
of Chicago 

Young, T. R., 722 U. S. Nat'l Bank Bldg, Denver, Colo.: University of Denver 

Zander, Elizabeth Jakobsen, Box 434. Blair, Neb.: Dana College 
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